APR13 1987 









APR. 15, 1931 


TWENTY-FIVE CENTS 





AMERICA’S INVESTMENT AND BUSINESS WEEKLY 











In this Issue: | 
_ LEGISLATION, THE FEDERAL RESERVE 
AND THE STOCK MARKET 
_ Growth Factors and 
~ the Utilities 


ce tein cane ee 


Se oe Oo ae. Rory ESL. SSSR REST Pas 


eS ts A ted [ee was a Se Ea 
er gH» cea ao em pec eta at 


Pitfalls 
of 


Bond Investors 














H.M.Byllesby and Co. 


INCORPORATED 


SERVING 
INVESTORS 


@ A service that starts 
with consideration of 
the investor’s needs and 
then goes into the mar- 
ket to find securities 
that meet those needs 
has proven profitable to 
our clients for nineteen 
years. 


UNDERWRITERS, WHOLESALERS AND 
RETAILERS OF INVESTMENT SECURITIES 


eee SPECIALISTS IN PUBLIC UTILITIES 


@ We can still serve a 
few clients who wish 
such individual invest- 
ment service. 


CHICAGO NEW YORK 


231 SO. LA SALLE ST 111 BROADWAY 


BOSTON + PHILADELPHIA + PITTSBURGH + PROVIDENCE 


MINNEAPOLIS + ST. PAUL DETROIT * CLEVELAND 


ST. LOUIS * MILWAUKEE ¢« DES MOINES ° KANSAS CITY C M KEYS & CO 
e e e « 


Established 1911 
39 Broadway New York 


DIRECT PRIVATE WIRES 
CHICAGO ~*~ NEW YORK * BOSTON «+ PHILADELPHIA 




















ADVERTISE TO DOERS 


(who have money to spend) 


All over this country, there tial number of such people, 


are still millions of people whose incomes have not 
been curtailed, whose high 


standards of living remain 


with plenty of money to 
spend. Plenty of people are 





still traveling about, enjoy- 
ing life; motor cars are still 
being bought; theatres are 
still being attended; electric 
refrigeration is being in- 
stalled in thousands of homes 
weekly; oil burners continue 
to be sold; and millions are 
still playing golf. 

In The FINANCIAL WORLD 
you can reach a very substan- 


on the same plane at all times; 
who are still able to pur- 
chase whatever appeals to 
them. 


This audience, whose ag- 
gregate income is close to 
a billion dollars a year is 
indeed worth cultivating 
by every advertiser with a 
commodity or service of 
merit. 
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Serving the Gate! as to the Great Southwest 
«The Lb clede Gas Light, Goinpani) 


“THE story of the growth of St. Louis from a picturesque river 
} iri of a century ago to the great industrial metropolis 
it is today parallels the history of The Laclede Gas Light 
Company and its predecessor, which have served the city 
with gas continuously for 94 years. 


Today St. Louis, the Gateway to the Great Southwest, is 
one of the most important commercial centers in the Middle 
West. It annually produces manufactured goods valued 
at nearly one billion dollars, does a retail business of nearly 
seven hundred million dollars and a jobbing business of 
more than two billion dollars. 


The Laclede Gas Light Company, a major subsidiary of the 
Utilities Power & Light Corporation, has recently completed 
important improvements to its properties in St. Louis so that 
customers will continue to receive the best gas service avail- 
able as they have for nearly a century. Its affiliated com- 
pany, the Laclede Power & Light Company has extended its 
electric transmission and distribution lines until today they 
go into more than 60 percent of the city. 





a The Laclede Gas Light Company and the Laclede Power & 
POWER & LIGHT SYSTEM , : 
Light Company, as well as the St. Louis Gas & Coke Corpora- 
A ’ tion across the Mississippi River in Illinois, are all important 

system supplying essential electric d . its of the Utiliti ; 

and ges utility services in such im- and progressive units of the Utilities Power & Light Corpora- 
portant centers here and in Great tion. The Corporation's international public utility system 
Britain offers opportunity for sound supplies more than 650,000 customers with general utility 
investment. Details regarding this services, chiefly electric light and power and gas, in over 
corporation's activities and its secu- 1,000 communities in the United States, Canada and Great 
rities are available upon request. Britain. Population of the territory served exceeds 6,000,000. 





Uritities Power s. Licht CorporarIoN 


CHICAGO—327 So. La Salle St. 100 Broadway—NEW YORK 
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THE FINANCIAL WORLD 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


Steel operations again decline, but later gains possible — Auto output schedules 

up sharply — Residential construction holds recent advances — Merchandise 

and miscellaneous freight traffic continues improvement — Call money goes to 

2% per cent, reflecting bonus withdrawals — Bonds off fractionally — Stocks 
irregular. 


HE stock market is still in the hands of the pro- 

fessionals; public interest lags, and the average 

investor occupies the sidelines awaiting more 
definite signs of business and trade recovery. With reliable 
indicators pointing to gradual though slow improvement 
over the coming months (perhaps interrupted by seasonal 
influences), it appears that a policy of waiting too long will 
result in “missing the market” for those who lack the 
courage of their convictions. 


soap perceptible downward drift has character- 
ized bond movements, the loss for the week amounting 
to less than five-eighths of a point. Increasingly heavy 
offerings of new issues (including government financing) 
probably have had more to do with this trend than any- 


thing else. Call money at 214 per cent proved to be a mere 
flurry, with subsequent rates back to 114 per cent. Bonds 
and preferred stocks are still favored by fundamentals. 


HE basic steel industry has again slowed up opera- 

tions, but larger orders in prospect suggest the possi- 
bility that a resumption of the uptrend may be witnessed 
before the spring peak has definitely passed. Gains in 
bank debits and money in circulation reflect increased 
trade activity incident to the Easter season. Electric 
output continues to give a very creditable account of it- 
self; although production declined slightly in the latest 
week, the drop was far less than is usual for this time of 
the year. A better tone is evident in the barometric 
machine tool trade. 
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Nore: The ‘Market Value” trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 
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Securities Outlook 


ECLINING prices have 

characterized recent trading 
sessions with the result that evi- 
dence is accumulating to the effect 
that the short position is becoming 
overcrowded. The great bulk of 
security prices are at levels which 
more than fully discount the stag- 
nant state of trade, and many would 
not be overpriced if no improve- 
ment were witnessed for the next 
year. A single piece of important 
news would be sufficient to bring 
about an abrupt change in market 
psychology and, with it, a reversal 
in the direction of price movements. 
Consequently this is not the time to 
become bearish. Long term in- 
vestors in sound securities have 
nothing to worry about. Business 
is improving; progress so far has 
been at a slow pace, but the move- 
ment is in the right direction. 








Bee SANGO 
N 


BS oy 





=" —p 
Bl ZS PrRopuctiON 
eS) _ 


at (TMI 1 4 


\ & » 
OS 





February daily rate. Automobile 
production schedules are hg; 
stepped up sharply and output will 
shortly be at the highest. point o 
this year. Reports from the steel 
industry indicate a further slackep. 
ing of operations, with the rate now 
down to about 53 per cent of Ca 
pacity. This is entirely a seasonal 
development, however, and assum. 
ing that progress in automobile 
production can be continued, it ap 
pears that the decline in steel oyt. 
put will probably be less than 
would seasonally be expected. Bj. 
tuminous coal and lumber produc. 
tion have both turned upward 
again, and although total freight 
car loadings for the week are of 
slightly, merchandise and miseells. 
neous traffic showed a gain of 34 
thousand cars. 

Business activity this spring has 
not been subjected to the abortive 
stimulation which was witnessed 








Therefore the groundwork has been 
laid for an upward trend in prices 
of sound stocks. The time of its 
inauguration is uncertain, and there 
is no use in attempting to guess at 
it. Present conditions, however, are 
favorable to the accumulation of securi- 
ties (on a conservative seale) in order to 
be in a position to benefit from the de- 
velopments which appear to be in pros- 
pect over the next six months or so. In- 
vestment bonds do not yet fully reflect 
prevailing low interest rates, and lack of 
advancing trend appears due to increasing 
volume of new offering. 


Just Another Cave In 


Business Prospect 


HE country’s three most important 

industries, steel, building, and auto- 
mobiles, continue to give reasonably 
satisfactory accounts of themselves. Resi- 
dential construction is holding its recent 
gains, and total new building contracts 
for the month of March registered an 
increase of about 32 per cent over the 
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early last year, and consequently 
the groundwork has not been laid 
for a decline of any significant 
proportions. Nothing has developed 
to change the previously expressed 
views that current slow progress will be 
continued, with the improvement mate 
rially accelerated in the fall months, 


Credit Situation 


AST week’s run up in call money to 

2% per cent marked the highest 

level since January 2, and was traceable 
* (Please turn to page 22) 
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Compared BUSINESS Compared 
Year Ago Present 


QInterest Rates .......0 
@New Construction ... .0® 
Railroad Car Loadings pe 
@Bank Clearings ..... DB 
Employment . Sas gee 
QIron and Steel Output .B* 
@ Automobile Output . . pe 
4Foreign Trade.......D 
QRetail Sales.........8 





EXPLANATORY NOTE 


These tabulations are prepared 
on the basis of conditions existing 
at the present time, and future 
presentations will be revised as 
warranted by developments. 

The left hand indicator shows 
by its position above or below hori- 
zontal (or neutral), the current 
status of business, prices and cor- 
porate earnings as compared with 
their respective positions one year 
ago. The right hand indicator is a 
forecast of future conditions, using 
the present as a_ base. This 
indicator attempts to answer the 
question, how will conditions in 
the near term future compare with 
the present? 














Current Future 
Earnings Earnings 
Compared Compared 

With a With 

Year Ago Present 
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* 4 Coppers ee PRES Ei p* 
Farm Equipment... . . N 
GFertilizer.... . y 

* Changed from last week. 





CORPORATE EARNINGS 


Present Future 
Position 


, Prospects 
Compared PRICES Compar 
Year Ago Present 
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the autumn of 1929 was destined 

to have far-reaching r-percussions 
in the worlds of finance and politics, and 
the reverberations of the crash will 
doubtless be heard for many months to 
come, although a year and a half have 
already passed since the culmination of 
the bull market. Long before the dark 
days of October and November, 1929, 
the law makers in Washington were 
deeply concerned over the relation of the 
Federal Reserve System to what was 
very frequently termed ‘‘the speculative 
orgy,” and were taking steps to determine 
whether or not Federal Reserve credit 
was being used extensively in the stock 
market inflation. 

This was the beginning of an investiga- 
tion conducted by a sub-committee of 
the Senate Banking and Currency Com- 
mittee, under the chairmanship of Senator 
Carter Glass, former Secretary of the 
Treasury and one of the framers of the 
Federal Reserve Act. What started as a 
movement to investigate the rapid growth 
of brokers’ loans finally grew into a very 
broad inquiry, the scope of which is 
indicated by the wording of the Senate 
resolution authorizing an investigation 
of the Federal Reserve System covering 
the use of its 


Te collapse of the stock market in 


“facilities for trading in and carry- 
ing speculative securities; the extent 
of call loans to brokers for such 
purposes; the effect on the system 
of the formation of security affiliates 
and investment trusts; the desir- 
ability of chain banking; the de- 
velopment of branch banking as a 
part of the national system; to- 
gether with any related problems 
which the committee may think it 
Important to investigate.” 


Blanket Clause Used 


Events subsequent to the passing of 
the resolution led the committee to make 
liberal use of the blanket clause. The 
tapid deflation of brokers’ loans during 
and after the collapse of the bull market 
removed some of the emphasis from this 
subject, and other developments, notably 

® alarming number of bank failures in 
1930, demanded and received attention. 

ore the Glass committee suspended 
earings with the adjournment of Con- 
gtess on March 4, it had covered prac- 
y every conceivable phase of the 
domestic banking situation. 

Considerable time will elapse before 

© results of this investigation will take 
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The Federal Reserve, 


Banking 


and Speculation 


By GEORGE H. DIMON 


Editorial Staff, Toe Financia WoripD 


the concrete form of new banking legisla- 
tion, and further hearings will have to be 
held upon the tentative banking bill which 
the committee will draw and submit to 
Congress at its next session starting in 
December. In view of the preeminent 
position of many of the bankers, officials, 
and other experts who testified, it appears 
that a number of their proposals will be 
incorporated in bills to be introduced at 
the next session of Congress, and that 
some of them will finally be enacted into 
laws necessitating changes of far-reach- 
ing importance in our banking practice. 


The Witnesses’ Opinions 


The witnesses who appeared before the 
committee include members of the 


Federal Reserve Board, officials of the’ 


New York Federal Reserve Bank, officers 
of large New York and Boston banks, the 
Comptroller of the Currency, and Owen 
D. Young, who, in addition to being 
chairman of the board of the General 
Electric Company and holding many 
directorships in other important com- 
panies, is deputy chairman of the Federal 
Reserve Bank of New York. Most of 
these witnesses agreed that it is impos- 
sible to ‘‘earmark’’ Federal Reserve 
credit, i.e., that there is no way of 
assuring that Reserve Bank credit will 
be used for “‘legitimate’’ business pur- 
poses, and not eventually flow into specu- 
lative channels. Senator Glass has 
proposed that member banks be pro- 
hibited from making loans on securities 
while they are in debt to the Reserve 
Banks. This proposal is so radical that 
it would doubtless lead to wholesale 
withdrawals from the Federal Reserve 
System, 

Another suggestion made before the 
committee goes to the opposite extreme, 
that of permitting the Reserve Banks to 
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Carter Glass 




















follow the European central banking 
practise of making ‘‘Lombard loans,” 
i.e., loans with high grade corporation 
as well as government securities as 
collateral. Proponents of this system 
argue, with considerable logic, that the 
best way to give the Federal Reserve 
System control over speculative credit is 
not to prohibit the system from making 
loans on securities, but to permit member 
banks to rediscount paper having the 
better grade of stocks as collateral, at 
the Reserve Banks. 

There is as yet no strong indication 
that the legislators will be able to agree 
upon any proposals for redefining the 
status of the Federal Reserve Banks with 
respect to the stock market loans, al- 
though it is certain that bills amending 
the Federal Reserve Act in ways cal- 
culated to prevent the use of Federal 
Reserve credit for speculative purposes 
will be introduced. It is also certain 
that measures will be placed before the 
next Congress designed to eliminate some 
of the evils which now exist in our bank- 
ing system and to prevent the continu- 
ance of the alarmingly high mortality 
rate among the banks, which has been a 
blemish upon the banking history of the 
past decade. 

The relatively small number of failures 
among Federal Reserve System members 
is indicative of the desirability of a unified 
banking system. A large part of the 
testimony of Owen D. Young was de- 
voted to this subject and particularly 
the many disadvantages of the division 
of banking authority in this country. 
Our system is frequently referred to as 
one of ‘‘dual control’; as a matter of 
fact there are 49 different banking 
authorities in this country, as not only 
the federal government has the power to 
charter banks, but the forty-eight states 
as well. 


Competition for Charters 


The present system has given rise to 
what has been termed ‘‘the competition 
between the governments for charters.” 
As the broad powers granted under state 
charters resulted in a sharp decrease in 
the number of national banks, it finally 
became necessary to liberalize the 
National Banking Act in order to prevent 
the complete disintegration of the national 
banking system. Another weakness in 
addition to this competition, as pointed 
out by Mr. Young, is 


‘the natural hesitation of the Fed- 
eral Reserve Banks, in the absence 
(Please turn to page 29) 
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Gillette as a Speculation 


HE purpose of this study is to 

introduce a security that was an 

investment issue. It is now a 
speculation. It has the prospects for 
reverting to its former investment status. 
Therefore, it offers a good measure of 
speculative attractiveness. The stock is 
Gillette Safety Razor. 

The recent troubles of Gillette have 
been so many and recurring that its 
former status as an investment is mostly 
forgotten. The stock price has been 
liberally adjusted to these conditions and 
in tracing the cause of its troubles and 
the remedial measures taken, it demands 
attention because of its possibilities. 

It was in 1895 that a traveling sales- 
man for the Baltimore Seal Company 
first conceived the idea of a razor with 
removable and flexible blade. That man 
was King C. Gillette. The original com- 
pany was incorporated September 28, 
1901, with a paid-in capital stock of $30. 
For two years the company struggled and 
its shares. went begging at four for a 
dollar, having sold fifty-one razors in 
1903. It was not appreciated that this 
new invention was to revolutionize the 
shaving habits of the world. But, in 
three years the first dividend was paid, 
amounting to $130,000. Since then the 
company has paid out 


By WILLIAM J. HEALY 
Research Editor, Tue FinanciaL WORLD 


AAA 


Many securities of leading com- 
panies no longer occupy their 
former high standards, due to 
unsettled business conditions. 
Gillette, a former investment 
medium, has been reduced to a 
speculative basis for reasons 
peculiar to itself. What are its 
chances of regaining public con- 
fidence and an investment rating? 


AAA 


had sensed these needs and patented, 
produced, and marketed its Probak blade, 
catching Gillette off its feet. The mar- 
keting situation played right into Auto- 
Strops’ hands. Gillette was depleting 
dealers’ stocks to prepare for distribution 
of their new blade; dealers sending in 
orders for 10,000 packs were ordinarily 
shipped 1,000 and the reasons given for 
this action. Probak had the jump and 
held its advantage. A bitter fight en- 
sued. Challenges were flung into accusa- 
tions and pungent apprisals accompanied 
patent litigation. Both were firm in 
assertion of rights with considerable sums 


combination of the leading units in the 
razor field? 

The market for its products is an ideal 
one. It is world-wide in its scope. Mog 
of us shave regularly, depression or not 
It is a recurring and repeat sale business 
with profits mostly derived from blade 
sales. Extensive distribution of razors 
has augmented and broadened the field of 
demand. Economies of operation, Selling 
and distribution are already put into 
force. Some idea can be gained of thes 
possibilities with Gillette alone appro. 
priating $10,000,000 last year for its ad. 
vertising campaign. Plants are being 
consolidated in all parts of the world, 
The selling forces are amalgamating, and 
distributing costs will be sharply reduced, 
A friendly competition now governs all 
factors in the field. 

The most recent earnings reported by 
the consolidated companies do not yet 
reflect the economies that can be intro 
duced. Despite this, the full year’s 
earnings of both companies brought net 
income to $8,782,499, equivalent after 
preferred dividends to $3.61 a share on the 
outstanding stock. This represents an 
eight times price-to-earnings ratio. The 
stock pays no dividend at present, which 
when interrupting the 1906-1929 consecu- 
tive record the directors 





$73,982,430 in cash div- 
idends 


and a_ very 
liberal amount of stock 
dividends. Total net 


earnings since 1906 have 
amounted to $146,087,- 
040. 

Until introducing the 
new style razor last year 
the company had turned 
out 115,272,539 razors 
and 5,318,436,539 blades. 
In 1904 only 383 pounds 
of blade steel were used; 
present requirements are 
over two million pounds 
annually. The company 
has more than half a 
million retail outlets 
throughout the world. 

Then why this radical 
change in its status? Be- 
cause it came at this 
period of general busi- 
ness depression a factor 
is injected that might 

















confuse analysis. It ra- 

ther appears that Gillette was caught 
napping. If not this, it was its size which 
restricted a quick shift, allowing a smaller 
but. more agile competitor to land a tell- 
ing blow. After marketing a product 
that was little changed in twenty-eight 
years, the company realized that there 
were desirable changes and improvements 
to be made in eliminating razor pull and 
split blades. Rather than to present 
these improvements immediately, it set 
out to find from its world dealer organiza- 
tion whether additional features could be 
ineluded. The price of exactness as taken 
in the time element brought on a major 
problem. AutoStrop, an alert competitor, 
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expended in telling the world about it. 
Peacecameandthebelligerentsjoined forces 
to contend for and control a larger portion 
of the market for the world’s shaving 
needs than had been the case previously. 

We have witnessed several such bitter 
fights recently which have divulged 
irregularities that were promptly chal- 
lenged by the interested spectator—the 
stockholder. Gillette has been no ex- 
ception. Directors have been accused of 
malfeasance. “Previous earnings reports 
were adjusted downward. All this has 
not lent credit to the stock. It has been 
amply reflected in its price. 

But what does. the future hold for this 


explained as follows: 


“The directors are 
desirous of  build- 
ing up a surplus in 
order that divi- 
dends, when estab- 
lished, may be con- 
tinuous, and of e& 
tablishing a_ stable 
investment posi- 
tion for the stock. 
Sound policy dic- 
tates that this next 
common dividend 
be deferred until the 
benefits of the mer- 
ger and business 
conditions have it- 
dicated the rate of 
annual earnings 
which it can be ex- 
pected will be main- 
tained. The strong 
financial position of 
company will enable 
it to make such 
dividend distributions as are consis 
tent with its earnings and with the 
maintenance of a satisfactory surplus 
and reserve.” 





It is difficult to get at an appraisal of 
earnings prospects since, in 1927, the com 
pany discontinued reporting sales. Tak 
ing the record from 1917 to 1927, We 
find that the number of blades sold (the 
most profitable branch of the business) 
bears a relationship to net earnings W! 
the average profit per blade indicated 4 


_ 2.8 cents, as shown fully in the table for 


lowing on page 24: 
(Please turn to page 24) 
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Ford of England Forges Ahead 


progress has been rounded 
out by Ford Motor Company, 
Ltd., and its Continental subsidiaries. 
Despite “‘bad times,” profits increased 
and dividends of the majority of the 
companies were maintained at the rates 
established in 1929. Ford of Holland 
even doubled its rate, increasing the 
payment from 10 per cent to 20 per cent, 
and the French company paid 1214 per 
eent as against 10 per cent in 1929. 
Such results are the more satisfactory in 
view of the fact that the Ford program in 
Europe is still in its ini- 
tial stages; possibilities 
for expansion are still 
tremendous. : 
Control of Ford of 


{rors year of satisfactory 


By ANDREW A. BOCK, Ph.D. 
Editorial Staff, Toe Financita, Wor.ip 


needed in manufacturing cars and trucks 
are bought locally and imports of parts 
from abroad reduced to a minimum. 
Shares of the English and the Con- 
tinental enterprises were publicly offered 
and introduced at all the local stock 
exchanges. Without exception they were, 
after the first year of operation, placed on 
dividend bases. Wages were established 
on an American standard, which, how- 
ever, does not mean the payment of the 
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England is held by the 
Ford Motor Company of 
Detroit through own- 
ership of 60 per cent of 
the authorized and out- 
standing share capital. 
The English Company in 
turn owns 60 per cent of 
the capital stock of each 
of the Continental com- 








panies, which assures to 
Henry Ford and his fam- 
ily absolute control over 
any single unit of the 
combine. 

Whereas the various 
European Ford compa- 
nies have been merely assembling plants, 
manufacturing plants are now under 
construction in England as well as on the 
Continent. The largest plant, at Dagen- 
ham, England, is designed for a capacity 
of 200,000 units per year and is expected 
to start operations at the end of the 
current year or early in 1932. The Ger- 
man plant near Cologne will be ready in 
afew months. The principal factor de- 
termining the establishment and location 
of these and other plants was the tariff 
duties imposed by the various European 
countries upon the importation of foreign 
made cars, parts and accessories. 

In order to overcome native animosity 
against invasion by a foreign concern, 
and the propaganda made by the various 
domestic producers for their national 
products as opposed to the foreign prod- 
ucts, the Ford Combine has worked out 
an astute production policy. In steadily 
increasing quantities, all raw materials 
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More than a backseat driver 





same amount in dollars, but substantially 
higher wages than are paid by domestic 
enterprises of a similar character. 

The result of such policies has been 
that, with the Ford products placed on a 
national basis, any restrictive regulations 
would therefore hit the domestic pro- 
ducer as much as the Ford company or 
even more, because the latter with the 
international ramifications of its business 
would be in a better position to counter- 
act such measures. In this manner the 
Ford policy has gained the favor of the 
general public. 

From the point of view of prices the 
Ford product compares favorably with 
the domestic product in the various 
European countries. In addition, Ford 
has the advantage that, with increased 
production, substantial reductions in the 
price of finished goods are possible. It 
has been estimated that with the Dagen- 
ham plant in England operating at full 


capacity the retail price for the Ford 

ears sold in England could be re- 

duced by approximately 40 per cent. 
Due to taxation and tariffs and higher 
production costs in Europe the average 
selling prices for Ford cars in the Eu- 
ropean countries are as follows: $1,020 
in France, $970 in England, 950 in Ger- 
many, Belgium and Spain, $830 in Den- 
mark, and $780 in Holland. These 
prices should, of course, be subject to 
substantial downward revisions as soon 
as an approach to volume production has 
been made. 

The potentialities of 
European car markets 
are clearly revealed by 
the ratio of population to 
ears already in operation. 
In comparison to a ratio 
of one car to every 4.6 
persons in this country, 
Europe with a total 
population of about 320,- 
000,000 people has a ratio 
of only one ear te every 
69 persons. 

Before analyzing the 
reports of the various 
Ford companies for the 
year 1930, it is necessary 
to bear in mind that an 
exact comparison of 
these financial state- 
ments is hardly feasible. 
The set-up of balance 
sheets and the accounting methods vary 
according to the regulations of the com- 
mercial laws in each country and most of 
the reports give only the minimum of 
information required by law. Deprecia- 
tion and depletion charges, write-offs, 
and reserves, are usually reported with a 
view of avoiding taxes as far as possible, 
with the result that net earnings as shown 
in the income accounts are in many cases 
understated. 

As a consequence of such a policy of 
avoiding the enormous taxes prevailing 
in England, a holding company, registered 
in Luxemburg has been formed by Ford 
Motor Company, Ltd., to which it trans- 
ferred its investments in its affiliated 
Continental companies. If the English 
company would have taken its share of 
the earnings of these Continental com- 
panies in its own account by way of 
dividends, such income would have been 

(Please turn to page 25) 


























nome — — 
EARNINGS RECORD OF THE EUROPEAN FORD COMPANIES 
Capitalization Net Earnings 
Percentage Percentage Dividends 
Amount Number of of of Paid 
Shares Par Value 1929 capitalization 1930 capitalization 1929 1930 
England... . $34,067,000 7,000,000 1 Pound $4,461,000 7 13.09% $4,849,000 ¢ 14.23% 10% 10% 
France... . 5,096,000 1,000,000 100 Francs 1,354,000 26.57 1,377,000 27.02 10 12% 
Germany. . 3,570,000 150,009 100 Reichsmarks 511,000 14.31 765,000 21.43 10 10 
Belgium... 2,780,000 260,000 500 Frances 1,368,0008 49.21 1,192,000 42.88 13 15 
“land... 2,010,000 50,000 100 Florins 705,000 35.07 936,000 46.57 10 20 
enmark.. 8,040,000 300,000 100 Kroner 1,567,000 19.49 1,949,000 24.24 10 10 
Sweden... 1,072,000* 40,000 100 Kroner 118,000 11.01 ,000 49.81 10 10# 
ah 


“Recently increased to $1,340,000 through a 25% stock dividend. {Includes $509,000 profits from affiliated corporations. {From 
operations of English and Irish company only. $Fourteen months period. #Plus stock dividend. 
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Middle West Utilities’ Growth Factors 


By JAMES C. DE LONG 
Editorial Staff, THe FinancraL Wor.ip 


"TY a electric light and power in- 
dustry has so accustomed itself to 
recording annual gains in production 

and profits that a reversal of this trend 

or even a dimunition of the established 
rate of growth is likely to occasion some 

eoneern. While usually regarded as a 

‘‘depression proof” business, the negative 

factors attending our most recent eco- 

nomic readjustment left their mark on 
this branch of the utilities, output of 

electric energy in 1930 showing a 1.8 

per cent decline from 1929 levels, as 

compared with a normal annual gain of 

about 10 per cent. A study of the 1930 

production exhibit reveals a close correla- 

tion between industrial activity and 
electric energy output; those companies 
which cater largely to an industrial 
clientele appear to have borne the brunt 
of the decline while purveyors of energy 
for domestic consumption, in the main, 
report no dimunition in the established 
rate of growth of production. 
Residential consumption of electric 
current has shown an uninterrupted ex- 
pansion since inception of the industry. 

Constant lowering of rates, increased 

use of domestic appliances, and extension 

of services to rural communities have 
been the influences motivating this 
growth. In the rural districts especially, 














demand for electricity has shown a pro- 
nounced upward trend during the past 
few years. In spite of the depression, 
rural electrification last year proceeded 
at an uninterrupted rate. During the year 
90,800 farms were added to those already 
electrified, representing a gain of 16.3 
per cent. While number of farms using 
electric service has trebled during the 
past seven years, of the total of over 
six million farms in this counry but 
647,677 were using electric current at 
the end of last year. It has been esti- 
mated that of those tasks which could 
be performed by electricity, over 90 
per cent are still being done by animal 
or man power. This condition explains 
in part the rapid growth enjoyed by 
those utility companies furnishing serv- 
ices to non-metropolitan areas, and may 


a 


well serve as a cue to future rate of 
progress. While the saturation point 
of demand for electric energy for in- 
dustrial purposes appear to be con- 
siderably removed as yet, present indi- 
eations point to a somewhat greater rate 
of growth for those companies serving 
small towns and the countryside. 

There is probably no major utility 
operator in this country whose rural 
business has attained the scope and 
magnitude of that enjoyed by Middle 
West Utilities Company. Although its 
subsidiaries operate in 4,741 communi- 
ties in 30 States, and have attained 
adequate economic diversification, they 
have carried out the original aim for 
which the company was organized; ex- 
cepting a relatively few larger communi- 
ties, territories are made up of small 
towns and rural districts. These terri- 
tories are located in three sections of the 
country, New England, the Middle West, 
and the Southwest. Operations of subsi- 
diaries in these areas are unified under 
the control of National Electric Power, 
Middle West Utilities, and Central & 
Southwest Utilities. The system’s busi- 
ness is preponderantly electric, 
about 72 per cent of gross revenues being 
derived from this source in 1930. The 
remaining 28 per cent is apportioned 
among such utility services as ice, gas, 
railway and bus, and water. Attesting 
to the non-metropolitan character of 
the company’s markets and freedom 
from depression influences, total output 
of electric energy in 1930 rose to 4,345,- 
908,966 k.w.h., from the previous year’s 
output of 4,123,504,132 k.w.h. This 
represents a gain of about 514 per cent, 
and compares with a decrease of 1.8 per 
cent for the industry as a whole. 

Expansion of physical assets in 1930, 
included acquisition of Kentucky Securi- 
ties Corporation which controls important 
electric, ice, bus and traction properties 
in the state of Kentucky. Towards the 
close of the year the company purchased 
the Associated Gas & Electric Company’s 
holdings in the Hydro-electric Develop- 
ment Syndicate, and also certain minority 
interests in the New Hampshire-Vermont 
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Power Company, and the New Hamp- 
shire Power Company. In April, 1930, 
the Middle West Utilities Company of 
Canada, Ltd., was formed to assume 
control of the Great Lakes Power Con- 
pany, Algoma District Power Company, 
and National Utilities Company. In 
making these acquisitions, the company 
continued the Insull policy of amalga- 
mating properties located in territories 
contiguous to those of the Middle West 
system. Where practicable, intercon- 
nections are effected and duplication of 
facilities eliminated; management ex- 
perience and proven methods are lent by 
the parent organization, resulting in 
mutual benefit. 

Gross earnings of the system for 1930 
amounted to $182,213,975, a gain of 12.2 
per cent over previous year’s gross, 
As in the case of electricity produced, 
this exhibit compares favorably with 
that of the industry as a whole, which 
showed a gain in gross earnings of but 
3.2 per cent over 1929. Net earnings 
accruing to the stock of Middle West 
Utilities amounted to $18,644,260, equiva- 
lent after preferred dividends to $1.09 
per share of common based on average 
number of shares outstanding during 
the year. This figure does not include 
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profit from sale of securities, which 
aggreguted $7,880,290 for the year. In- 
cluding this item, earnings amounted to 
$1.65 per share, which compares with 
earnings of $1.89 on the same basis 
the previous year, when a_ smaller 
number of shares were outstanding. 
For a utility company, Middle West 
has an extremely simple capital structure. 
Under a plan of recapitalization effected 
in November, 1929, the entire fund 
debt was called for redemption, four 
classes of preferred stocks were elim 
nated and a new $6 convertible issue 
created. At the same time the commol 
stock was split on a 10-for-1 basis. These 
issues with $50,000,000 of conver ible 
notes, issued last year, constitute the 
entire capital structure of the parent 
(Please turn to page 25) 
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ELECTRICAL 
TRIUMVIRATE 


By C. C. BAILEY 
Editorial Staff, Taz FinanctaL WorxLD 


ment field, General Electric and 

Westinghouse Electric & Manu- 
facturing, are closely affiliated with Radio 
Corporation of America in its activities in 
the radio industry through large stock- 
holdings in the latter, cooperative re- 
search and development, and _ cross 
licensing of patents. 

Prior to 1930 Radio Corporation was 
primarily a merchandising and selling 
organization, with manufacturing rights 
vested in General Electric and Westing- 
house. Through the plan completed 
last year Radio acquired the manufac- 
turing rights and facilities, together with 
exclusive use of patents, and the shares 
formerly held by General Electric and 
Westinghouse in National Broadcasting 
Company, RCA Victor, RCA Radiotron, 
RCA Photophone and General Motors 
Radio. As a result Radio Corporation 
now acts largely as a holding company, 
wordinating complete activities in the 
industry and owning outright all the 
stocks of the above mentioned companies, 
with the exception of General Motors 
Radio in which it has a 49 per cent in- 
terest (General Motors.owns 51 per cent). 


Tx leaders in the electrical equip- 


For Better Balance 


The need for this reorganization of oper- 
ation and control had become apparent in 
attempting to secure better balance 
between production and sales to prevent 
accumulation of finished goods inven- 
tories and their costly liquidation. It 
was also desired to place the company in 
the best possible competitive position 
to advance the various new arts and in- 
dustries that seem destined to grow out 
of radio development. 

Tn exchange for the rights and proper- 
ties acquired, Radio Corporation issued 
to General Electric 3,948,225 shares of 
its common stock, and to West- 
inghouse 2,632,150 shares. These 
additions brought total holdings 
of General Electric and Westing- 
house to the figures shown in 
the tabulation and resulted in 
combined control of 61 per 
cent of Radiocommon. These 
changes were put jinto effect 
as of January 1, 1930, so 
that the 1930 statements 
of all three companies are 
completely:on the new basis. 
Thus the manufacturing 
profits that would 
have accrued to Gen- 
eral Electric and Wes- 
tinghouse under the 
former set-up were 
transferred to Radio 
Corporation, and 
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equity -shares, which are _ presently 
non-income producing, were taken into 
the permanent investment accounts in 
exchange therefor... Consequently an 
indeterminate proportion, although un- 
doubtedly the minor part, of the declines 
in gross and net sustained by both Gen- 
eral Electric and Westinghouse in 1930 
is not traceable to effects of the business 
depression but to this readjustment of 
interests in the radio industry. 

The statistical résumé on page 24 
does not attempt to give comparisons 
between last year and 1929, but does 
reveal a number of points of interest and 
significance. A high percentage of total 
net income deriving from ‘‘other income” 
is characteristic of all three companies, 
but the proportion of total balance sheet 
assets accounted for by permanent in- 
vestments is most striking in the case of 
General Electric, with 49 per cent. 
Examination of the complete balance 
sheet shows that this is not due to any 
deficiency of current assets but to the 


exceedingly low net value set upon fixed 


assets. In comparison with the $242,- 
564,000 in current assets and $204,810,000 
in investment account, plant and prop- 
erty are carried at $46,120,000, or only 
9.3 per cent of total assets. Gross plant 
account of $198,303,962 has been de- 
preciated through highly conservative 
accounting practise, which has built up 
plant reserve and depreciation account of 
$152,436,000, or 77 per cent, and in 
addition a general reserve of $39,763,665. 


Depreciation Policies 


Although it has not been the company’s 
policy to show the amounts of deprecia- 
tion and reserve charges as separate items 
in the published statements of earnings, 
the fact that total reserves, aggregating 
$192,200,000, represent a practical writ- 
ing off the books of the entire investment 
in plant and property is striking evidence 
of a consistent long term policy of under- 
statement of earning power. In this 
great underlying strength, and in the 
favorable future prospects of the elec- 
trical equipment business, is to be found 
the reason for the high investment rating 
of General Electric common stock which 
is reflected in low dividend yield and 
high ratio of market price to earnings. 
Regardless of the state of business in the 
immediate future and the uncertainty 
as to how. -1931 earnings will compare 
with last year, these same factors may be 
expected to continue to exert their in- 
fluence in the coming years, as they have 
in the past. 

In the ease of Westinghouse a more 
normal relationship is found in the bal- 
ance sheet between gross and net plant 










accounts; al- 
though here also 
conservatism is 
indicated by 
reserves equal to 
40 per cent of 
the gross ac- 

count. The 

smaller share capi- 
talization, in com- 


parison with 
General Electrie, 
makes the current 


market value of the 
holdings in Radio Cor- 
poration bulk much 
larger in comparison 
with the company’s own pres- 
ent market value. If a com- 
mitment in Westinghouse at 
$85 be regarded as in part a 
long term speculation § in 
Radio, it will be seen that the equiva- 
lent price paid for the earning 
power of Westinghouse in the 
electrical equipment field, which 
has supplied most of the company’s 
past profits, is only about $65 a 
share. In comparison with such a figure 
the net working capital of $39 per share, 
and the book value, including the in- 
vestment account, of $88 a share, indicate 
a fundamentally strong long pull position 
for the stock. 

Both Westinghouse and General Elec- 
tric showed substantial declines in gross 
and net earnings in 1930, and reported 
material contraction in new bookings, 
with unfilled orders at the beginning of 
1931 equal to about two months opera- 
tions in both cases. As _ previously in- 
dicated, these declines are somewhat 
distorted by the new alignment of the 
radio interests, so that even though they 
may indicate a probability of 1931 earn- 
ings comparing unfavorably with those 
of last year, they cast no reflection upon 
the long term future. . 


Radio's New Activities 


Perhaps the most important aspect of 
the situation in Radio Corporation is the 
new status as a manufacturing, as well 
as selling, unit and the fact that the 
present year.was started with no inven- 
tory inflation to act as a drag upon return- 
ing prosperity. Radio has been experienc- 
ing an especially difficult period follow- 
ing a decade of extraordinary growth as 
an infant industry, and Radio Corpora- 
tion has emerged the unquestioned leader 
and the soundest factor therein. The 
licensing agreements with General Elec- 
tric and Westinghouse are under litiga- 
tion instituted by the government under 

(Please turn to page 24) 
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S YET, no real progress has been 
A made toward resumption of large 
seale foreign financing in this mar- 

ket, which seemed imminent a few weeks 
ago. Just as the stage appeared to beset for 
the beginning of a new period of foreign 
loan flotations, both in this country and 
in France, a series of unfavorable develop- 
ments started which destroyed the better 
psychological background which had been 
built up. The Republic of Peru an- 
nounced that it would be forced to default 
on April 1 payments on its $24,000,000 
national loan, second series. The premier 
of New South Wales declared that in- 
terest payments due April 1 in London 
on that state’s obligations would not be 
paid, and while the government of the 
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Commonwealth of Australia prevented a 
default by assuming the obligation, the 
widespread publicity given the speeches 
of Mr. Lang, the radical premier of New 
South Wales, did considerable harm. 
Just as the French banks were on the 
point of considering long term capital 
advances to Germany, the German- 
Austrian customs union was brought for- 
ward, renewing the distrust of the 
French of German motives and aims, and 
greatly increasing the difficulties standing 
in the way of Franco-German financial 
transactions. 

Relatively few foreign countries, such 
as Holland, Switzerland, and the Seandi- 
navian nations, enjoy the confidence of 
investors everywhere which would assure 


their bond offerings of success. Some of 
the Scandinavian governments may effect 
refunding operations in this and other 
capital markets in the near future, sub- 
stituting issues with lower coupon rates. 
However, this will be of little aid to the 
commerce of the world. Other foreign 
nations, such as France, enjoying good 
credit standing, have no need of borrow- 
ing in the capital markets, and would 
appear more logically in the rédle of 
lenders. 

Unfortunately, investors here and 
abroad would turn a cold shoulder to 
offerings of bonds of governments which 
are in need of long term loans. Large 
bond flotations for Central European and 

(Please turn to page 31) 














(New offerings aggregating less 
than $1,000,000 are not included) 


Name of Issue 



















































































Note: Coupon paying agents or trustees will supply complete lists of bond numbers called for redemption. 





NEW BOND OFFERINGS FOR THE WEEK 


OE Se ee a eee Ds h rend chin ceananneee une 1934-35..... 
SERRE OID MOOI. oc y's as 500s ee aes see's oo: SEU 54.5 ae ma wee menor ae Nowe 
ONE eer eee rr a rrr rer eee 
Ne ee Be Ne ES eee first “8 BO SEOs yk kae saws 1951 Seeks 
BSRWRIIDM TEMORDONS GO. . occ cccccccccccsves _ BSR ee er rre . aaa 
International Railways of Central America...sec. 6S.......... 0.00 e eee eeee . Zi 
Interstate Telephone Co.............c00ece0: OE ek ogee ees aa 
Michigan Associated Telephone Co.......... oe en. Se i 26 wwe sa ww | See 
oe SS eee a en er 1932-81..... 
Pennsylvania Power & Light Co.............. Se rer eee [a «6 «—sbsae 
Public Service Co. of Northern Illinois........ first lien & ref. mtge. Sow eee. bees 
Southwestern Associated Telephone Co....... — Se a ec we wise son a 
SRE NE. aos ean kb a0 eviews com epee <s cabs susp been een ie -1938-61..... 
(Exce a in cases of entire issues called amounts 
called for less than $10,000 are not included) 
Name of Issue 
oe eg eee <7 leasehold 6 Ws..........- 1946 sere 
i ee tir Ag ai hiss seve SMR e bm A blew: slob > ea 'elew > ws we 1935 ‘ 
I er ID BID og si iv i.e 8629.0 «9-0 5 9 9.00 first MC os skeet ene hae oe sen . 
Consumers Light & Power Co. (San Francisco).gen. 68. ...........00 0c ee eeee 1933 ° 
SeNUND BUUREN BED, yo wcecc cece ciecvvecscecece — Se er eras | [eee 
McGowin-Foshee Lumber Co..............-- ee oor rey 1932-33..... 
Michigan Home Telephone Co............... oy ee Se SR eee 1946 . 
a OS OS ogg ONS S vestws sa eeb bum hee 1931-38 ; 
a oe. SOD... «sw <a cca s bb's pas o's + 0.000.066 0.9.0 63 ale 1932 . 
cesinouan States Power Co. (Minn.).......... as lien & gen. 6s ‘‘A,”’ 1948 
PU tae dip nie sine evisiesie & 1950 ey 
SOE Rie GE IE Rae bo v's vs-6-00 vp oc yee eevee a Se eee ee: 1944 ere 
SO lbs se ein be 5 oo anise 600 6 ob Se See eer 1953 baie aon 
Paterson Parch wey 3 daa Eisen csskesea cel eS ree 1938 Susiae 
St. Paul Gas Light Co..... ali se aneck etn es at eT Ap ET Bae. Segarra 1954 abies 
Scripps Jefferson Lend _., SAAS eas bo Sees ee ae. “soso 
Toledo, 4 en Be OUEOr me DWOCE. SHOTS GBs on cdciccccccccceaseess | ee 
Webster ee aa Bon koa. s a is bas 6 eine a," ie nea ee ane Sins bad ip aig is a eth 3S ee 


Amount {nterest Price Yield 
Offered , Date _ or Basis % 
$3,943,000 A. &O. 100 4.25 
1,000,000 M.&S. ... ver 
2,000,000 hee a 2.65 
2,500,000 J.&J. 100 5.42 
5,000,000 A.&.O. 99 5.22 
2,000,000 A.&O. 100 6.00 
2,000,000  A.&O. 92 % 4.45 

2,500,000 A.&O. 94 5.40 
34,975,000 M.&S. ne 1.90-3.45 
100,000,000 A.&O. 96 % 4.68 
40,000,000 A.&O. 97% 4.62 

3,250,000 A.&0O. 93 5.45 

.»- 3,300,000) A. & O. 100-99 4.50-4.56 
Call Date 

Amount Price Payable 
$13,000 102 Apr. 15, 1931 
7,000 100 July 1, 1931 
45,000 102 May 1, 1931 
Entire 101.88 Apr. 15, 1931 
64,500 105 ay 1, 1931 
37,600 100%-100% May 1, 1931 
Entire 103 May 1, 1931 
Entire 102 May 1, 1931 
35,000 102 May 1, 1932 
May 1, 1931 
Entire 105 June 1, 1931 
12,500 105 May 1, 1931 
18,000 102% June 1, 1931 
50,000 103 June 1, 1931 
Entire 105% June 1, 193! 
15,000 101 May 1, 1931 
‘Entire 110 May 1, 1931 
Entire 101 June 1, 1931 
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among both actual and prospective 

investors that the word ‘‘bond”’ as 
applied to an investment medium is 
synonymous with ‘‘safety.”” This idea is 
the result of natural inferences, helped 
along by the definitions given by the 
writers of text-books on financial ter- 
minology, and fostered by the compelling 
arguments of an army of bond salesmen 
representing houses of issue. 

The flotation and wide popularization 
of the war time government loans also 
did much to fix the idea in the minds of 
the public. Experience shows the fallacy 
of these time worn concepts and many 
disastrous losses of income and principal 
have been incurred because bond buyers 
have been led to place the utmost reliance 
in the contractual obligation implied in 
this form of investment. 

The protection of principal and the 
regular payment of a fixed rate of interest 
thereon should be and, fortunately, in a 
large majority of cases is the essence of a 
bond as opposed to other forms of securi- 
ties, and for this very reason, the utmost 
care should be exercised in the selection 
of bonds where the risk factor should be 
absent from the picture. 

Theoretically, the first mortgage bond 
is the safest of corporation securities, 
followed in succession by junior bonds 
and preferred and common stocks. And 
likewise in theory, bonds issued by gov- 
ernments and political subdivisions there- 
of, protected by the taxing power or the 
pledge of specific revenues, are presumed 
to outrank even the choicest of corpora- 
tion issues. 


Taine is a fallacy of long standing 


Government Bonds 


As a matter of fact, the assertion should 
not be made that any one class of bonds 
is safe and another unsound. Each indi- 
Vidual issue should be weighed on its own 
merits as belonging to a given group. 
Good, bad and indifferent bonds will be 
ound in every category. United States 
Government bonds approach absolute 
safety, and in this category fall the obli- 
gations of England, France, Canada and 
other countries enjoying the highest 
credit standing. Unfortunately, how- 
ever, there are foreign governments either 
now defaulting on bond interest payments 
or in such precarious financial condition 
that failure to meet their external obliga- 
lionsmay be but a'matter of time. Thereis 
Constant need for discrimination in select- 
ing foreign bonds, no matter under whose 
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auspices the issuance has been made. 

It has long been popularly supposed 
that the obligations of states and munici- 
palities are of undoubted investment 
merit, but while this is true in the case of 
a large majority of our political sub- 
divisions, it is by no means an infallible 
rule. Defaults have occurred in the past 
on state bond issues and there are numer- 
ous municipal issues now in default. 
Underlying bonds of our railroad systems 
are justly considered, as a class, to be of 
high investment calibre, but here again 
are found instances where defaults in 
maturing interest and principal have cost 
investors many dollars. The record of 
bonds of public utilities, particularly in 


cases where a large proportion of earnings. 


is derived from the sale of gas and elec- 
tricity, has on the whole been enviable, 
but millions of dollars have been lost by 
the holders of local and interurban trac- 
tion company issues. 


Mortgage Bonds 


To many investors, bond issues based 
on real estate mortgages have a particular 
appeal and in a great many cases the 
outcome justifies this predilection; yet 
the list of real estate bonds now defaulting 
at least on their interest payments is well 
nigh staggering. It is very difficult for 
the average investor to arrive at a true 
valuation of such bonds due to the many 
factors concerning which information is 
not periodically available, and which 
must be taken into consideration. Here, 
the character of the sponsorship of the 
issue is of great importance. 

There can not be set down any definite 
rules to guide the lay investor in the 
selection of bonds, but the most im- 
portant thing to be borne in mind in 
seeking to escape the pitfalls in his path 
is to fully recognize what an investment 
in bonds should mean, namely safety of 
principal and interest beyond any reason- 
able doubt. One of the principal causes 
for losses on account of bond holdings 
may be found in the desire of the pur- 
chaser to receive an inordinately high rate 
of income on his investment. This is not 
in accordance with sound investment 
principles for in general the intrinsic value 
of a bond will be indicated by its yield as 
compared with prevailing interest rates 
for time money. A high yield on a par- 
ticular bond in any given group in con- 
trast to others in the same group is nearly 
always indicative of inferiority in invest- 
ment rating. 


Another reason why investors find 
themselves holding undesirable bonds fol- 
lows from their having relied implicitly 
on the statements made by the sellers of 
bonds, who themselves often have not 
sufficient information to warrant their 
giving advice to others. This must not 
be interpreted as disparaging the bond 
salesman, who is an institution prac- 
tically indispensable to the flotation of 
bond issues. It is, however, a fact that 
millions of dollars in bonds are placed 
with private investors yearly through 
salesmanship alone. One of the com- 
monest usages among bond salesmen is 
to trade an investor out of some bond 
which he is holding, replacing it with the 
particular one which is being sold. 

In this way thousands of holders of 
United States Liberty bonds were per- 
suaded to trade their holdings for bonds 
bearing a higher yield, which resulted in 
numerous cases in replacing the best 
issues in the world with securities of 
doubtful value. So general did this prac- 
tice become at one time that warnings 
were published advising the holders of 
Liberty bonds not to part with them. 
This was an extreme case, but it is a good 
illustration of a possible pitfall to be 
avoided. It is not to be understood that 
the replacing of one bond by another in 
itself is a bad practice, for in many 
instances very advantageous switches can 
be made; but in accomplishing such 
transactions the investor should be very 
sure that the safety of his investment is 
not thereby impaired. 


The House of Issue 


A great deal has been said in stressing the 
importance of the character of the ‘‘ house 
of issue’? when judging the standing of 
any particular issue. No doubt but that 
some investment houses and banks enjoy 
a more enviable reputation than others in 
the matter of bond issues handled and it 
goes without saying that it is always best 
to deal with houses of the highest charac- 
ter, but this must not be considered of 
paramount importance for it is the bond 
and not the credit of an investment house 
which is being bought. Probably the 
best way for the average investor to 
guard against making unwise bond pur- 
chases is to seek the advice of a wholly 
disinterested party who is in a position 
to judge investments. However, the 
basic concept must be to look for no at- 
tributes in a bond which do not right- 
fully attach to this form of investment. 
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Allis-Chalmers 4 —_—* 


Unfilled orders at the end of March 
showed a slight decline from those re- 
ported at the end of February and 
amounted to $11,507,000 and $11,599,000 
respectively. March bookings showed 
an increase of 26 per cent over February 
while February bookings were 33 per 
cent over January. 


American Rolling Mill 4 ny 


It is reported that company sustained a 
net loss in the first quarter and that 
measurable expansion in demand would 
be necessary to avert a deficit for the six 
months to end June 30. This situation 
will be found in a number of steel com- 
panies and has been more or less expected 
and discounted for some time. Com- 
‘pany’s financial position is good and the 
longer range prospects are favorable. 
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American Smelting 4 ms ad 


Chairman Brownell stated at the annual 
meeting that earnings for the first quarter 
were slightly more than preferred divi- 
dend requirements. He said that the 
company had about $21 millions on hand 
in eash and government securities, 
enough to pay common dividends on the 
present $4 annual basis for almost three 
years. Directors have declared the regu- 
lar quarterly disbursement of $1 a share 
payable the first of May. 


American Tel. & Tel. 4 “a 


As of March 14 the largest stockholder 
in the country’s largest enterprise was 
Sun Life, of Canada, which held 108,614 
shares of American Telephone & Tele- 
graph, a gain of 15,917 shares over those 
held as of the same date last year. 
Second largest block of shares was held 
in the name of A. Iselin & Company, 
bankers, amounting to 95,933 shares. 
Venerable George F. Baker, who seldom 
sells but often buys, has added 7,833 
shares of Tel. & Tel. to his investments 


during the past year, and now owns a 


total of 81,833 shares. 


Anaconda Copper 4 = 


With copper at 934 cents per pound, 
company is said to be earning nearly 
$14,000,000 annually, before deprecia- 
tion, which is slightly in excess of dividend 
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requirements. Operating at 80 per cent 
capacity, this mining company can pro- 
duce copper at 8 cents a pound. Its 
present output is 40 per cent of capacity, 
making its overhead costs higher. Reduc- 
tion in the price of copper in the last year 
from 18 cents a pound to its present 
price, and the falling off in production, 
has made it necessary for Anaconda to 
reduce its dividend three times in nine 
months. 


Auburn Auto 4 “B” 


Auburn and Cord shipments in March, 
1931, totaled 5,649, a new record for any 
month. This compares with March, 
1930, shipments of 2,499 cars. For the 
first three months of the year, shipments 
totaled 11,718 units, and including esti- 
mated shipments for the first half of 
April, the total for the entire year 1930 
has already been passed. The manage- 
ment expects an output of at least 6,000 
ears for April. 


Bethlehem Steel 4 ~ 2 


New Jersey court has reserved decision 


‘on motion by minority stockholders to 


prevent stockholders’ vote on bonuses at 
annual meeting, April 14. The court 
said that there might be some legal pro- 
vision made to require officers of Beth- 
lehem to appear there to give their side 
of the case. This minority group seeks to 
compel an accounting of more than 
$36,000,000 in bonuses paid since 1911, 
and a return of any part deemed excessive. 
Charles M. Schwab, chairman, has 
offered to defer bonus payments until 
authorized by a majority of the stock- 
holders. 


Botany Consolidated Mills4 ‘“D” 


Reflecting the unsettled conditions pre- 
vailing in the textile industry during 
1930, company reported a deficit of $3 
millions for that period as compared with 
a loss of $2,765,000 for the previous 
twelve months. On a per share basis 
this is equivalent to $9.06 and $8.33 
respectively. Since the beginning of the 








RATING CHANGES 


Subscribers should revise ratings according 
to the following changes in order to bring 
their Financial World Appraisal ratings up 


to date. Reasons also given. 
Ampestoam Chaim. ............... B to C 
Dividend Reduced 
ere Pee. 2. ca dics ss B to C 
Dividend Reduced 
TruaxeTraer Coal. ..........0. CtoD 
Dividend Omitted 
Mid-Cont. Petroleum........... B to C 


Eliminates dividend to conserve cash. 
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current year a somewhat better tone hag 
prevailed in the woolen and worsted 
division of the textile industry, continu. 
ance of which would indicate the possi. 
bility of reversing the earnings trend. 


Cannon Mills 4 “cn 


In face of the highly unsatisfactory condi- 
tions prevailing in the cotton industry 
during 1930, company was in a position 
to report net earnings of $1.54 per share 
as compared with $4.16 for the year 1929, 
Financial position at the end of last year 
was strong, with current assets of over 
$20 millions, of which over $9 millions 
were represented by cash or its equiva 
lent. Against this current liabilities 
stood at $1,174,000. Improved demand 
was reported for the first quarter for 
towels and printed goods, which repre- 
sent the bulk of the company’s products, 


Cerro de Pasco 4 |— 


Further dividend reduction from the 
recently established $2 basis to a $1.50 
rate reflects the lack of improvement in 
the earnings position of the copper group. 
Unless the price of the metal improves 
other dividend revisions in this group are 
not unlikely in the near future. 


Chicago & Alton 4 > 


Interstate Commerce Commission has 
granted the request of the Chicago & 
Alton stockholders’ protective committee 
to intervene in opposition to acquisition 
of the road’s properties by the Baltimore 
& Ohio, which has been approved by the 
Federal Court, but must also be approved 
by the I. C. C. The stockholders’ com- 
mittee claims that the price at which the 
B. & O. purchased the properties at the 
foreclosure sale was too low. It appears 
rather unlikely that the I. C. C. will se 
aside the sale. 








Columbian Carbon 4 ag 


Regular quarterly dividend of $1.25 pay- 
able May 1 declared, but not usual 2 
cents extra. Company earned $5.04 pe 
share last year, which barely met its % 
dividend requirements. Net for the first 
quarter of 1931 is said to approximate 
that of the fourth quarter of last yeal, 
when 96 cents per share was earned. It 
appears that a reduction in dividend 
may be forthcoming unless improvemett 
is shown in the natural gas and gasoline 
business in which the company has large 
interests. 


Continental Can 4 “A” 


Recent orders booked indicate that ge 
eral line can business is returning 
normal proportions. Gratifying gail! 
have taken place recently and some 

Continental Can’s plants have booked 
larger business than a year ago. Withs 
major portion of expansion completed, 
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‘further efforts will be confined toward 


obtaining greatest economies from plant 
operations this year. 


Continental Diamond Fibre a “C” 


Final report for 1930 shows earnings of 
98 cents, compared with $4.26 in 1929. 
For quarter ended December 31, 1930, 
exclusive of European subsidiaries, opera- 
tions showed a net loss of $38,899, indi- 
eating that marked improvement in the 
earnings situation must be made during 
the current year to justify continuation 
of the $1 annual dividend. 


Eastman Kodak 4 cA” 


Net earnings of $20,353,788 in 1930 were 
only 8.1 per cent below those of the 
record made in 1928. Per share revenue 
held up well, being equal to $8.84 as 
compared to $9.57 in 1929 and $9.59 in 
1928. The company has been successful 
in recent introduction of new products. 
Construction has begun to enlarge plants 
for manufacture of cellulose acetate yarn, 
as the company has been unable to meet 
demands of textile manufacturers for this 
product. A new type of motion picture 
flm has been developed that is three 
times as ‘‘fast’”’ as that previously in use, 
and which, it is said, will make marked 
improvement in motion picture studio 
technique. Because of its progressive 
management, earnings are likely to be 
maintained near last year’s level during 
1931. 


Fox Film 4 “Cc” 


Corporation will attempt to meet de- 
mands of Federal court, in which suit 
was brought for alleged violation of the 
Clayton Act, by transferring control of 
Loew’s, Inc., to holding company formed 
by the Chase Securities Corporation, the 
corporation’s new bankers. The pur- 
chase of 660,900 shares of Loew com- 
mon by William Fox in March, 1929, 
for $75,000,000 was the main reason for 
his financial embarrassment a year ago. 
The market value of the stock. today is 
$34,366,800. Fox Film will receive $19,- 
600,000 in cash, 100,000 shares of $7 
preferred stock valued at $10,000,000, 
in the new holding company, and the 
difference between this $29,600,000 and 
$75,000,000 will be adjusted by shares. 
of common stock in the holding company. 
There is some difference of opinion being 
manifested as to whether this change in 
corporate structure will solve the anti- 
trust problem, in the eyes of the Federal 
authorities. 


Gamewell 4 — 


Company has sufficient unfilled orders to 
maintain operating schedules at the pres- 
ent rate until at least the middle of the 
Summer. Net income for the nine 
months ending February 28 was equal to 

02 a common share. From this it 
Would appear that earnings for the fiscal 
year ended May 31, will be somewhere in 
the neighborhood of $4.56 a share, since 
income was 54 cents in the third quarter. 
Gamewell earned $8.62 per share for the 
fiscal year 1930. 


General Motors 4 ee ae 


Although production of automobiles by 
General Motors in 1930 dropped 39 per 
cent from 1929 levels, the company re- 
dueed its payrolls only 25 per cent and 
the amount paid in wages only 28 per 
tent. It would be dangerous to make 
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HIGHS vs. LOWS 





A clear indication of the general 
character of activity in the stock 
market recently is given by a day- 
to-day compilation of the number of 
issues making new high prices and 
new low prices on the New York 
Stock Exchange in the 1931 period. 


Date, 1931 Highs Lows 
a ers 2 60 
ee 5 24 
re 11 22 
Pe ales 2 Sa 3 42 
| 19 35 








predictions as to the probable compara- 
tive record in 1931, but the company is 
known to have made substantial oper- 
ating economies in recent months. 


Great Northern 4 “ar 


Some surprise was occasioned by the 
recent publication of the list of the twenty 
largest stockholders of the Great North- 
ern, which did not include the name of 
Arthur Curtiss James, who is reputed to 
be the largest stockholder in this road. 
This was explained by the fact that, as 
Mr. James deposited his holdings with the 
committee which attempted to bring 
about a merger of the Northern Pacific 
and the Great Northern, he had nly 
certificates of deposit at the end of 1930. 
Mr. James’ holdings are still intact. 


Great Western Sugar 4 


The average price at which the company 
sold sugar during the fiscal year ended 
February 28, 1931, was about 45 cents 
per 100 pounds below the price obtained 
during the previous twelve months. 
Financial position is substantially weaker 
than a year ago, with an increase in bank 
loans by more than $9 millions and inven- 
tories by over $6 millions, whereas sur- 
plus decreased by about $4 millions. 
While the beet acreage harvested was 
the largest in the company’s history, the 
sugar content last year was exceptionally 
low. 


Hershey Chocolate 4 “B” 


First quarter operations are understood 
to have resulted in higher earnings than 
the $2.65 per share shown in the corre- 
sponding period of 1930. Earnings for 
the full year 1930 were slightly above 
those of 1929, and common stock at 
present levels of around 98 is yielding 
more than 5 per cent. Attraction ap- 
pears to lie in the issue of convertible 
preference, which is paying $5, selling 
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A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Sound Bonds ......25 
Il. ... Sound Preferreds ....25 
Hl. . Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 
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for 102, and is convertible share for share 
into the common. Earnings last year 
covered dividend requirements on this 
issue nearly five times over. 


Inspiration Copper 4 i Ps 


Production of fine copper during 1930 
cost Inspiration Copper 9.6671 cents per 
pound, including depreciation but ex- 
cluding depletion and Federal taxes. 
The cost per pound of copper produced 
was materially lower than in 1929. 


Interna’l Business Machine 4 “A” 


Officially reported that profits for Jan- 
uary and February, after provision for 
Federal taxes, were more than 5 per cent 
over the same months of last year. This 
continues the growth which made earn- 
ings in 1930 the largest in the company’s 
history. President of company stated 
that on the basis of information gathered 
from representatives in all parts of the 
United States and abroad, there were 
signs of business improvement which 
should soon be reflected in demand for 
merchandise of all kinds. 


International Cement 4 _ 


Recent sharp decline in this and other 
cement stocks reflects the continuance of 
unsatisfactory price conditions. Industry 
is burdened with excessive plant capacity 


-which has resulted in reducing rate of 
‘operations in order to maintain prices at 


a reasonable level. Recently the Senate 
authorized an investigation into the 
industry to determine if there were any 
violation of anti-trust laws or if unfair 
trade practices were engaged in. Cement 
prices have been declining steadily for 
the past four months. 
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Marmon Motor 4 eo 


*‘Wree wheeling”’ is now being offered as 
optional equipment on the new Marmon 
70 at an additional cost of $35. The 
**70” is the lowest priced car in the 1931 
Marmon line, which includes the Mar- 
mon Big Eight and the Marmon Sixteen. 


Mid-Continent Petroleum4  ‘“C” 


As predicted some weeks ago in these 
columns, company has omitted common 
dividends, which were formerly on a $2 
annual basis. The outlook for the entire 
industry is dubious and recent further 
cuts in crude prices in the new east 
Texas field to 25 cents a barrel will tend 
to complicate further the situation in the 
mid-continent section. 


National Steel 4 “B” 


Completion of arrangements has resulted 
in the offering of $40,000,000 of 5 per 
cent first mortgage sinking fund bonds 
to mature April 1, 1956. The company 
will have an annual capacity of 2,000,000 
of steel ingots and 2,200,000 tons of 
diversified lines of finished products upon 
completion of its building program. 
(Please turn to page 29) 
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WHAT THE FIXED TRUST 
CHARGES 
ITs INVESTORS 


This is the second of a series of four articles which will 
cover all phases of the entire investment trust field. The 
author was a senior executive for many years in one of 
the country’s oldest and largest investment trust organi- 
zations, and has written numerous articles and several 
books dealing with financial subjects—THE EDITORS. 
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By JOHN F. FOWLER, Jr. 
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American stock buyer hitched his distribution and profit. The price can not 

wagon to the star of the fixed invest- fall much below asset value, because of 
ment trust. The date of that event ap- the provisions in all fixed trust indentures 
proximately coincided with the collapse providing convertibility of the trust 
of the stock market boom in the fall of shares into the stocks represented thereby 
1929. The fixed trust, due toitscompara- or into their cash value. 
tive stability, stood out, so to speak, as The popularity of the fixed trust today 
the pole star in the storm, and thus’ may be ascribed in great measure to just 
attained its following among investors. this provision. Whereas shares of general 
management trusts tumbled from heights 
aboye to depths below liquidating value, 





l T IS now well over a year since the asset value and representing cost of issue, 












































Fundamental Difference in Structure 


* o 
To understand the suecess of the fixed trust shares fell off, at the most, no ella g i re aes). a ay 
fixed trust in the face of market con- more than the average of ‘‘blue chip’ Sale price (adjusted to upper %) ..... 7 


ditions which, to others, have been ad- _ stocks of which their portfolios are com- 
verse in the extreme, it is necessary to posed. From the top of August, 1929, to 
grasp, in the first place, the fundamental the bottom of December, 1930, a decline 
structural difference between the fixed of approximately 50 per cent in the fixed 
trusts and the general management in- trusts was registered—less than the de- 
vestment trusts as a group. Because of cline in many representative common 
this structural difference, prices of fixed stocks of even the highest standing. The 
trust shares, unlike those of most general impression of stability was reenforced by 
management trusts, are closely tied to the low price at which shares of the fixed 
their asset values. On the upper side, their trusts as a whole are being offered. Al- 
sale price is limited by the “load,” a though a fluctuation of one-quarter point 
charge added by the organizers to the in the case of a fixed trust selling at $6 

per share would be equivalent to a four 
point fluctuation in a $100 stock, it 
looks substantially smaller. 


The foregoing is based on a load of 8 per 
cent of the sale price ($6.96 divided by 
92 per cent). This is equivalent to a load 
of 8.7 per cent on the cost price (exclusive 
of accumulations). The majority of trusts 
now follow the more conservative method 
of thus stating the load in respect of cost 
price or current value. The tendency 
toward conservatism is further illustrated 
by the practice, now well established, of 
computing the load before rather than 
after the inclusion of dividend accumula- 
tions; and by the fixing of a sale price, 
on the part of some trusts, to the nearer 
eighth instead of the upper eighth. 



















Trust Certificates “'‘Loads’’ and Other Fees Giving effect to these policies, the ~~ 

Issued against deposit of Notes of Exposed to the spotlight, the fixed in- en iat: 
ege . vestment trusts have been undergoing ; 

Cities Service a most critical scrutiny. Details such as Current paps pad begged weet teens 6.08 

Cc “load,” reserve fund, interest on de- Ter 1a tee ouside ania — 

om pany posited cash and redemption costs— - Pius 87 Ferenc eee ee eee eee e eens 6. 

alias dialii September 28, 1931 features which will be discussed below— ee reer rete ee =a 

Yielding 4.25% have been laid bare. These charges are in a nn, ae esa seis ves 8 a eis ah a 

Series B, Due March 28, 1932 no sense peculiar to the fixed investment = == ©’ """""" — 

optional 9/28/31 trust; in one form or another, they have Grand Total............+s.+505 $7,510 

Yielding 4. =e to eptional date and all appeared in the general management Per trust share.............e.0ee0ee $7.51 

O% Cameatons investment trusts, in combination with Sale price..............eeeeee eens TK 


Descriptive Circular on request management fees and profit participation 


by the managers in the form of stock and 
options on stocks. But because of com- 
petition among the fixed trusts, peculiar 
emphasis has been laid upon their par- 
ticular methods of compensating the 
sponsors and promoters. 

Of chief prominence among the fixed 
trust charges is the ‘‘load,’’ which ranges 
on the average from 6 per cent to 10 per 
cent. A simple illustration of load would 
be the following: 


The “minor” refinements in method, 
as described, account for a difference of 
six cents in the computed price and 12 
cents in the actual sale price—or about 
1.7 per cent on the total. 

One item which requires careful seri 
tiny in the published price derivation 
sheets of fixed investment trusts is that 
for brokerage and odd lot charges on the 
stocks in the portfolio. Except in raft 

(Please turn to page 20) 


Cities Service Company and 
subsidiaries constitute one of 
the largest business enterprises 
in the country with total con- 
solidated assets in excess of 
$1,100,000,000 and_ security 
holders numbering over 750,000. 


This offering does not a. 
sent new financing by Cities 
Service Company. 


Harris, Forbes & Co 


Pine St., corner William 
NEW YORK 


Uptown Office 
60 East 42nd Street 


Current value of poestie me unit of 
stocks represented by 1,000 trust 
RPP B RRS we OER ict arena 

Broke and odd lot charges on above 

Dividend accumulations.............. 
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Aswe from a temporary flurry in the 
grain market, the Federal Farm Board’s 
announcement of its decision not to peg 
the price of wheat any further, created no 
consternation. Instead, it produced a 
feeling of genuine relief for it meant the 
end of an unscientific experiment in arti- 
ficial inflation. Since it was doomed 
from the start, its abandonment came 
none to soon for it represented none else 
than a dole that the rest of the population 
had to dig into its jeans to meet. From 
now on the value of wheat must be de- 
termined by the natural law of supply and 
demand. 


So FAR as the farmer himself is con- 
cerned, he will not in the end find him- 
self so badly off, for his cost of living has 
been materially reduced by the general 
decline in all necessities, thus somewhat 
offsetting the lessened price he will re- 
ceive for his wheat. His problem is no dif- 
ferent than that which industry in general 
confronts—that of overproduction—and 
the remedy is equally under his control. 
It is to grow less wheat and turn to some- 
thing else in which there is a better 
market and a larger margin of profit. 


Ar A ripe age when most men prefer to 
seek the calm of life, Andrew Mellon 
prefers to labor zealously at his desk over 
the serious problem of meeting a large 
government deficit without increasing 
the tax burdens of the people. He did not 
even allow himself a day off to celebrate 
his seventy-sixth birthday, and were it 
not for the felicitations of friends and 
associates in the Treasury Department, 
the event would have passed unnoticed 
except to the members of his own family. 


Asoszw MELLON has served under three 
Presidents and has piloted the financial 
policies of the nation for a longer period 
than any other Secretary of the Treasury 
except Albert Gallatin. If he holds out 
until the end of President Hoover’s term 
he will hold the record for longevity in 
this important post. However, Mellon 
will not be judged by posterity for his 
long service but by his brilliant achieve- 
ments during a long cycle in which the 
pendulum swung from one extreme pole 
to the other, from the heights of prosper- 
ity to the nadir of depression. 


Site reporters met President Patterson 
of the National Cash Register Company 
Upon his return from Europe. Since 
there had been rumors that the company 
might reduce its dividend, they wanted to 

ow something about it. Mr. Patterson 
did not commit himself to a definite 
answer but parried the question by a 
statement, if the news gatherers accur- 
ately reported him, that the earnings of 
the corporation were sufficient to cover 
the dividend on the ‘“‘A” stock. A few 
days later the directors completely 
amputed the dividend from the stock. 

ere are times when silence is golden 
and such a time we are in now. Unless 
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people in au- 
thority mean 
exactly what 
they publicly 
say, they 
should not say 
anything if they 
wish to escape 
the suspicion of misleading the public. 
This is the natural inference which would 
be drawn from a statement that later 
events make appear as inaccurate. 





Evzar advocate of fair play will agree 
with the most recent utterance of Pro- 
fessor W. Z. Ripley, the father of the 
Government’s general railroad consolida- 
tion program. Unless they are given a 
fair chance to compete on a basis of 
equality in rates, said Professor Ripley, 
the railroads can not be operated suc- 
cessfully. They can not be allowed to go 
to seed without completely paralyzing 
the transportation facilities of the coun- 
try. This is the drab picture the Professor 
paints in a special contribution on the 
subject in the New York American. 


Tus importance to our prosperity of the 
proper solution of the problem of the 


railroads is graphically pointed out by its: 


best posted student when he cites that 
8,000,000 people directly depend upon 
them, billions of savings bank deposits 
and funds behind insurance policies are 
invested in their bonds (let alone addi- 
tional billions locked up in their shares), 
and that directly traceable to the needs 
of their operation are annual purchases 
of goods running above six billions of 
dollars. The nation can ill afford to 
jeopardize the enormous stake involved 
in our railroad enterprises without every 
single soul in it suffering as a result. 


Rerorrs of record savings bank de- 
posits brought forth a considerable 
number of skeptics who contented that 
the figures were not a reliable index 
reflecting increased thrift by the people. 
These critics asserted that the savings 
banks were used as a source through 
which small business men and corpora- 
tions could secure an increased rate of 
interest and security in a period when 
they were depressed by fear and actuated 
by caution. 


Socu doubts fade away upon study of 
the showing made in the past three 
months by postal savings. In the last 
three months they have more than 
doubled, and this increase is not en- 
gendered by any inducements held out 
so far as interest is concerned, for the 
Government pays only 2 per cent. One 
would not want more convincing evidence 
of thrift than this showing even if it is 
predicated on the apprehension which 
the numerous failures of private banks 
created among small accumulators of 
money. It at least indicates that the 
people have considerable money available 
to spend once their confidence is restored. 


We recommend the 
stock of the 


Aetna Insurance 
Company 


Further details 
upon request 


Paine, Webber 
& Ca. 
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What About Vanadium? 


Heavy trading and sharp price fluctuations in Vanadium have excited widespread 

Do the prospects of, the corporation warrant the assumption that earn- 

ings will some day be developed to a point which would justify the relatively high 
prices commanded by the stock at the present time? 


interest. 


listed on the New York Stock Ex- 

change which by reason of their small 
capitalizations are readily adaptable to 
manipulative operations with attendant 
wide price fluctuations. Such issues are 
often designated as trading favorites and 
as a result of their activity and sharp 
price changes excite wide public comment 
and interest. Obviously, a stock which 
has a daily turnover in the vicinity of 20 
per cent of its outstanding share capital- 
ization, is the object of considerable 
trading activity rather than investment 
buying on the part of the public. Stocks 
of this nature sometimes bring exceptional 
profits but the risks involved in such com- 
mitments are commensurate with the 
possibilities of profit. Pool activity is 
often carried on in stocks where the com- 
pany’s position and prospects are so un- 
promising that when the pool distributes 
its stock, the public is left ‘“‘holding the 
bag’”’ at prices which are likely never to be 
realized again. On the other hand, activi- 
ties are carried on in stocks which appear 
to offer good promise of future develop- 
ment of earning power but even in situa- 
tions of this type, it is well to point out 
the large risks which are involved. The 
stock of Vanadium Corporation falls into 
the latter category, and a discussion of 
this company’s position and prospects is 
submitted in view of the wide publicity 
which it receives in the press as the result 
of its market activity. 


Ti ERE areacertain number of stocks 


Diversified Business 


Vanadium Corporation of America, 
incorporated in 199 as the successor to a 
business founded in 1906, directly or 
through subsidiary and affiliated com- 
panies is engaged in the production, 
manufacture and sale of alloys includ- 
ing ferro-vanadium, ferro-silicon, ferro- 
chromium, ferro-titanium,  silico-man- 
ganese and a special alloy known as 
alsifer, all of which products are largely 
used in the iron and steel and other 
metallurgical industries. Alloys  pro- 
duced by the company find use in almost 
every type of steel manufacture, either 
as a direct. alloy addition or to assist in 
the steel making process. Ferro-silicon 
is used by practically every steel and iron 
manufacturer, while ferro-chrome. finds 
application in many special steels, partic- 
ularly in the: stainless and heat resisting 
alloys which have found wide industrial 
use. Ferro-titanium is used in the pro- 
duction of high grade steel sheets as well 
as in other tonnage steels. Vanadium is 
a@ necessary constituent of modern high 
speed cutting tools. The highly durable 
properties characteristic of steels con- 
taining vanadium have resulted in their 
application to a widely diversified num- 
ber of machine parts subject to excessive 
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wear and tear. Such uses in steels of 
special grades include the manufacture 
of springs, gears, pinions, connecting rods, 
crankshafts, steering knuckles, propeller 
shafts, roller bearings and transmission 
parts for automobiles; engine forgings 
and fittings for airplanes; armor plate, 
protective deck plate, gun and engine 
forgings for battleships; rock drills and 
oil well equipment. In the automotive, air- 
craft, railroad and machine tool industries, 
these steels find an important application. 


New Products 


Properties and plants of the company 
are located at Bridgeville, Pa.; Niagara 
Falls and Lewiston, N. Y.; Vanadium, 
Colo.; and Piney River, Va.; in Peru, 
Southern Rhodesia in South Africa, and 
in Ontario, Canada. Through Southern 
Mineral Products Corporation, the com- 
pany owns in Virginia the largest com- 
mercially developed deposit of Nelsonite 
ore in the United States, from which are 
produced ferro-titanium and titanium 
dioxide, the latter particularly adaptable 
for use as a white pigment or paint base. 
From apatite, one of the constituent 
minerals in Nelsonite ore, phosphoric acid 
products of high quality will be manu- 
factured. The company has just com- 
pleted the mining, milling, and manufac- 
turing units for these products which 
have involved the expenditure of several 
millions of dollars. Titanium-dioxide, in 
addition to its use as a pigment base for 
paints, is also an important component 
of many industrial commodities used in 
the manufacture of printing ink, linoleum, 
coated textiles, rubber, wall papers and 
other paper products, glass and enamel- 
ware. 

While ordinarily classed among the 








steel companies, Vanadium might be 
more truly regarded as a chemical com. 
pany. Its research department, estab. 
lished only a few years ago, has already 
developed more than 100 chemical com. 
pounds and while little revenue has as yet 
been derived from the chemical research 
and production departments, the- latter 
should eventually furnish an increasing 
source of revenue. The products of the 
company are more or less non-competitive 
with those of other established chemical 
units. 

At the close of 1930, the sole capitaliza- 
tion of the company consisted of 366,637 
shares of no par value common stock ex 
cluding treasury stock.. The company, 
however, has just issued $5,000,000 of 10 
year 5 per cent convertible bonds, the 
proceeds from which will reimburse it for 
expenditures on properties of Southern 
Mineral Products Corporation, provide 
for contemplated further additions and 
improvements and furnish additional 
working capital. Giving effect to the 
new issue of bonds as applied to the 
balance sheet as of December 31, 1930, 
total current assets, exclusive of market 
able securities, would amount to $8,491, 
050, including $3,965,811 cash, or more 
than 23 times total current liabilities of 
$367,107. Properties had a net valuation 
of $13,171,075 after deducting reserves 
for depreciation and depletion. Market 
able securities, which included 11,730% 
shares of the corporation’s own capital 
stock, were carried on the balance sheet 
at $1,656,026 as against a market value 
on that date of $1,549,930. Based on the 
appreciation which has taken place in 
market prices since the first of the year, 
the value of these securities is in excess of 
cost. 


Earnings Trend 


Due to lower steel and automobile 
production in 1930, net income from 
operations was sharply affected, amount 
ing to $981,287 as compared with $2, 
328,830 from the same source in 1929. 


Other income, however, including inter 


est, dividends and profit on sale of the 
company’s own stock amounted to $697 
091, or over twice the figure of 1929 when 
$344,561 was reported. Earnings in 1930 
amounted to $3.05 per share as compare 
with $5.28 in the preceding year. Div 
dends are on a regular basis of $3.00 al- 
nually, an extra of $1.00 per share which 
was paid in the last few years having beet 
omitted in 1930 by reason of curtailed 
earnings. The latter half of 1930 was 4 
particularly lean period in view of the 
depressed nature of all industries, espe 
cially the automotive and steel. If it 
had not been for other income in 1930 
it is highly questionable whether the 
regular rate would have been maintained 
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ATTA. 
Another 
Auburn Auto? 


N 1924, the stockholders of Auburn Auto were 
said to be on the' verge of relegating their 
company to the scrap heap. 


Whereupon in stepped E. L. Cord, as chairman 
of the company. Within five brief years the 
stock of Auburn Auto had risen from 40 to 510, 
while earnings soared from a deficit of $38,000 
to a net of $3,600,000, equal to $21.23 a share. 


Even today Auburn’ Auto is one of the sensa- 
tions of the market. Answer—management. 


We now recommend, in a Special Analysis, the 
stock of a company whose history closely paral- 
lels that of Auburn. 


In 1926, the affairs of this concern were in a de- 
plorable condition. Earnings were almost nil, 
dividends were suspended. 


At this point, the old management was turned 
out, new brains brought in. Revolutionary 
changes were immediately instituted. 


Result: Earnings climbed from $365,663 in 1926 
to $2,529,400 in 1929. Meanwhile, the price of 
the stock was marked up from 19 in 1926 to 169 
in 1930, a bear market year. Even yet, the com- 
pany’s new policies and products and tremend- 
ous sales outlets have not made themselves felt 
fully in net earnings. Years of successful ex- 
pansion seem to be assured. 


We expect this new Special Recommendation to 
be numbered among the leaders of the stock 
market for years to come. 


Why we so believe is outlined in the Special 
Analysis, copy of which will be sent to you 
merely for the asking. Simply address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 967, Chimes Bldg., Syracuse, N. Y. 
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as earnings from operations fell well 
below dividend requirements. While 
it is understood that an improvement has 
taken place in the company’s affairs in 
the first part of the current year in com- 
mon with the increased activities in the 
major industries served, it appears un- 
likely that operating results are covering 
dividend requirements. 

In view of the company’s already well- 
established business, it can not be denied 
that the longer term prospects appear 
promising while the research and develop- 
ment work which constitutes an import- 
ant part of the company’s activities 
should serve to develop new products of 
commercial value. 

Evidence that the stock is subject to 
manipulative activity can be found in 
the fact that in a recent week the total 
trading in the stock amounted to 409,700 
shares, or in excess of the entire capitaliza- 
tion of the company. Those who may be 
considering commitments should fully 
realize the speculative nature of the 
stock and for those unwilling to assume 
the large risk involved, it would seem 
advisable to confine selections to more 
stable situations. 





vy 


Retired Broker Dies 


HARLES W. SUTRO, for many 

years senior partner of the New York 
Stock Exchange firm of Sutro & Com- 
pany and nephew of the late mayor of 
San Francisco, Adolph Sutro, died re- 
cently on the Pacific Coast. 








Foreign Loan Market 
Improves 


| Ban SAM far outdistanced Joby 

Bull in the 1930 race for first Dlace 
in the foreign loan market, financing |o 
term loans representing a net nena 
value of $905,300,000 which compares 
with Great Britain’s $557,600,000, In 
the previous year London’s foreign loans 
closely rivaled those of Wall Street 
aggregating $541,500,000 against $67]. 
200,000 here. This would indicate that 
business conditions in Great Britain 
which are even more unsettled than in this 
country, are not as inducive to marketing 
foreign loans. 

The American foreign underwriting of 
Latin American issues amounted t 
$254,450,000, including loans to Argen- 
tina, Brazil and Cuba. That Great 
Britain is making an active bid for this 
South American business is evidenced by 
the loans made there last year, which ad. 
vanced to $136,000,000 from $75,000,000 
in 1929. Argentina and Brazil were 
heavy borrowers in the London market, 
The United States returned to the front 
last year as a financier of foreign govern. 
ments rather than private foreign cor. 
porations. In 1929 foreign corporate 
concerns sought a great deal of money in 
the American market for expansion pro 
grams, but this curtailed in 1930 to half 
the amount of 1929 due to the business 
recession throughout the world. So far the 
current year has failed to show a revival 
of foreign financing in this country. 
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Two High Yield Bonds 


The bonds described below can not be recommended to investors whose 
circumstances are such as to require that strictly conservative investment 
policies be followed. However, both bonds, while having certain specula- 
tive elements, seem suitable for inclusion in well diversified investment lists. 


European Electric Corpora- 
tion, Limited, is a Canadian 
holding company whose 
funds are invested in the 
securities of leading European public 
utility corporations. The company’s 
principal holdings consist of shares of the 
following important European units: 
Adriatic Electric Company, Italo-Belge 
Company for Electric and Public Utility 
Enterprises, European Company for 
Electric and Public Utility Enterprises, 
and National Company for the Develop- 
ment of Electric Enterprises. In Eu- 
rope, these companies are known by the 
following abbreviations of their French 
and Italian names: SADE, CIBE, EU- 
ROPEL, and SVILUPPO. The board of 
directors includes such well known names 
as Count Volpi, Dr. Edmond Barth, 
Marshall Field, and 8. A. Mitchell. 

As of March 18, 1931, the indicated 
market value of the total assets of the 
company based on current market quota- 
tions was $33,981,297, or about 244 times 
the total outstanding principal amount 
of the company’s 614 per cent debentures, 
due 1965. For 1930, cash income from 
dividends and interest, less deductions 
for operating expenses and _ taxes, 
amounted to $2,204,120 available for 
interest charges, which totaled $710,711. 
Bond interest requirements were thus 
covered more than three times. The 
debenture 64s, 1965, ex-warrants, are 
currently quoted around 80 on the New 
York Curb Exchange, offering a current 
yield of over 8 per cent. 


European 
Electric 





Remington Rand debenture 
5s “‘A,”’ 1947, are cur- 
rently quoted around 80 on 
the New York Stock Ex- 
change, offering a current yield of 6.8 
per cent, and a net yield to maturity of 
7.70 per cent. These yields indicate a 
higher degree of risk than appears to 
attach to these debentures. Issued at 
the time of the formation of Remington 
Rand, Ine. (as a consolidation of Reming 
ton Typewriter, Rand Kardex Bureau, 
Dalton Adding Machine, and other com- 
panies) in 1927, interest requirements on 
these bonds have been consistently 
earned by a wide margin, although Rem- 
ington Rand has shown its true earning 
power in one year only. In that year, 
the fiscal year ended March 31, 1930, 
bond interest requirements were earned 
5.66 times, as against 3.08 times in the 
preceding fiscal year. In spite of the 
adverse conditions faced by the company 
in the last nine months of 1930, bond 
interest requirements were earned 3.4 
times in the twelve months ended De 
cember 31, 1930. Thus, interest pay 
ments on these debentures appear sale, 
even assuming that the company 
continue to be adversely affected by pot 
general business conditions over # 
extended period. The debentures appe# 
to have attraction on a yield basis, 4 
though the stock purchase warrants 
accompanying the issue no longer attract 
much speculative interest, in view of the 
decline in the market price of the comma 
stock. 
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Inactive Stocks with 
Good Records 


By LESLIE J. LUNDY 


Editorial Staff, Toe Financia Worip 


country’s leading industrial com- 

panies (whose stocks have long 
been favorites with investors and specu- 
lators) have returned disappointing earn- 
ings statements covering 1930, numerous 
smaller organizations have been able to 
keep their operating results up to very 
satisfactory levels. In a large number of 
instances the earnings reported for last 
year were in excess of those of the boom 
year 1929. \ 

The following group is composed of 
four companies whose records for last year 
were somewhat better than the average 
and, although these presentations are not 
to be regarded as recommendations for 
purchase, investors will be interested in 
learning the reasons for the relatively 
satisfactory earnings shown. In addi- 
tion, the opportunity is thus afforded to 
acquaint one’s self with the character and 
scope of their operations. Other analyses 


A Teount' a great many of the 


of a similar nature will appear from time 
to time. 


GREAT LAKES 
DrepceE & Dock 
was formed in 1905 
to engage in river 
and harbor improve- 
ments; to construct 
foundations, piers, 
breakwaters, light- 
houses, bridges, tun- 
nels, pneumatic and submarine works. 
The company’s main operations are on 
the Great Lakes, but during the winter 
months work in this section is negligible 
and more successful operations can be 
carried on in the New York district. 

As in the case of most companies en- 
gaged in this type of work, earnings have 
a fluctuating tendency over a period of 
years, but since 1923 have never been 
below $2 a share on the number of 
shares now outstanding. In some years 
special contracts are received which are 
very profitable, and naturally earnings 
for that particular vear are substantially 
above previous years’. Such a condition 
prevailed in 1930 when results were 
equal to $4.01 a share compared with 
$2.72 a share in 1929 and $2.05 a share 
in 1928. The earnings for 1929 and 1928 
are adjusted to effect the 8-for-1 split-up 
in June, 1930. For the seven years 
Previous to 1930, earnings have averaged 
$2.88 a share. 

The company’s financial position at 
the end of last year was excellent with 
current assets of $6,288,427, approxi- 
mately 8.2 times current liabilities of 
$759,719; cash and marketable securities 
alone were 4.5 times current, liabilities. 
Dividends have been paid on the stock 
at varying rates since 1907, with the 
®xception of 1918 and 1919. Following 
the split-up, the stock was placed on a 

1 dividend basis and an extra of 25 
ents a share was paid in February, 
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1931. The company’s sole capital con- 
sists of 552,120 no-par shares which are 
listed on the Chicago Stock Exchange, 
and are traded on the New York Curb 
Exchange. 

At current levels of 26 the issue yields 
about 3.9 per cent on the basis of the 
regular $1 dividend. The market price of 
the issue should not be judged in relation 
to 1930 earnings alone as it is improbable 
that such high returns will be witnessed 
this year. 


Houuanpd~ Fur- 
NACE reported earn- 
ings for 1930 of 
$3.60 a share com- 
pared with $4.85 a 
share in 1929 and 
$2.65 a share in 
1928. The 1930 re- 
sults were the second 
best in the company’s history. Sales 
declined 7.2 per cent, despite a very sharp 
decline witnessed by the heating industry 
as a whole. This is due largely to the 
fact that 75 per cent of the company’s 
business is replacements, and it is not 
therefore dependent on new building. 

Formed in 1906, this company is en- 
gaged in the manufacture of hot air 
furnaces and vacuum machines for clean- 
ing furnaces. The company’s main 
product is the ‘‘ Vaporaire”’ system which 
gives the correct proportion of humidity 
and complete air circulation. Net sales 
have increased consistently since 1923 
with the exception of last year and 1927. 
For 1930 net sales amounted to $17,- 
327,656 against $18,671,828 in 1929 and 
$9,910,641 in 1923. Net income, how- 
ever, has been somewhat variable with a 
downward tendency from 1924 to 1927, 
due mainly to internal factors. Since 
then except for 1930, the earnings trend 
has been upwards. 

Capitalization consists of $2,571,000 
6 per cent debentures due 1936; 13,870 
shares of $100 par value preferred stock, 
and 432,196 shares of no par common 
stock. Dividends on the common are 
paid at the rate of $2.50, and at the end 
of 1930 an extra of 25 cents a share was 
declared. The company’s fiscal year has 
been changed from December 31 to 
March 31, and the next report will be 
for the year ended March 31, 1931. A 
comparison of the results for the fiscal 
year ending March 31 and those of. the 
calender year just past, will probably 
indicate superficially poor results for 
the first quarter, but it must be recognized 
that these months are usually the 
poorest, with the period of January to 
April accounting for only about 15 per 
cent of the entire year’s sales volume. 

Financial position at the end of 1930 
was satisfactory with current assets of 
$14,036,163, approximately 6.4 times 
current liabilities of $2,174,520. 

The common stock is currently selling 
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CHEER AND TRUTH 
Dear Readers: 


A I called on a young business man 
the other day and on top of his desk, 
in a coMspicuous position, so that 
every time he looked up he could see 
it, was printed Robert Louis Steven- 
son’s conception of “‘A Morninc 
PRAYER.” 


A This is the way it read: 


The day returns and brings us the 
petty round of irritating concerns and 
duties. Help us to play the man, 
help us to perform them with laughter 
and kind faces; let cheerfulness abound 
with industry. Give us to go blithely 
on our business all this day, bring us 
to our resting beds weary and content 
and undishonored; and grant us in the 


end the gift of sleep. Amen. 


A I thought to myself, if that young 
man cafries out the purpose of this 
prayer every day he is working on 
right lines. 


A If we all worked in the same way, 
what a cheerful lot of people we would 
be! How we would forget the anxie- 
ties of the day and how much better 
we would be able to do our work! 


A If we can play the part of the man 
in the advertising copy we put out; if 
it is cheerful and truthful; if it im- 
presses people with the fact that we 
go about our business all the time 
trying to do the right thing by those 
who patronize us, what a fine thing 
business would be! How effective 
would be the advertising we placed! 


A The advertising that is cheerful and 
truthful, that reads as though it were 
sincere, is the only kind, after all, that 
pays, and the work we do here, unless 
accompanied with enthusiasm and 
hearty good will, doesn’t amount to 
anything. 


A It would be a good thing for us all 
to keep this prayer of Robert Louis 
Stevenson’s before our eyes all of the 
time. 

AAA 


A Note: ‘‘Cheer and Truth”’ is one of 
a series of One Hundred Advertising 
Talks, appearing in a book issued in 
1912. The writer, an old -friend, 
granted me permission to use it in my 
weekly column. 


A It applies so aptly to the situation 
today that I could not refrain from 
passing it on to you in the belief that 
if we follow the spirit of cheer and 
truth it will be very helpful. 


Sincerely yours, 


Business M GER 
THE FINANCIAL WORLD 
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ALL-AMERICA 
INVESTORS 


CUMULATIVE 


TRUST SHARES 


A FIXED INVESTMENT TRUST 


| Do you appreciate 
the compounding effect of 


the cumulative principle? 


Had you invested $1,0000n December 
31, 1920 under the A-A-I Cumulative 
plan, your investment would have 
grown to $5,621 by December 31, 
1930. If you had attained such results 
in spite of the 1929-1930 depression, 
wouldn’t you be satisfied that you 
had indeed invested wisely? 


At the end of 1930 you would have re- 
ceived total returns of 462.1% as 


follows: 
Appreciation . . 295.45% 
Income «.... + 166.65 % 
Total .. 462.10% 


While this is not a promise of what 
A-A-I will do in the next 10 years, it 
does demonstrate the profit possibili- 
ties of common stocks under this plan. 
It also proves the inherent iuadiess 
ofthe group of 40 leading American 
enterprises in whose earnings and 
growth you share when you own 
A-A-I Trust Shares. 


Orders accepted only through invest 
ment bankers, banks and brokers. 


All-America Investors Corporation 
35 Wall St., New York 


Please send me a copy of your booklet ‘‘The 
Modern Investment,” 
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NATIONAL SURETY 
COMPANY 


Analysis on Request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges and New York 
Curb Exchange 
115 Broadway 230 Park Ave. 
New York om New York 


Branch ice 
1424 Walnut Street, Philadelphia, Pa. 

















on the New York Stock Exchange around 
33, at which price it yields 7 per cent on 
the basis of the regular dividend of $2.50. 


F. E. Myers & 
BROTHERS was in- 
corporated in 1927 
to acquire the busi- 
ness of a company 
originally formed in 
1878. The com- 
pany is one of the 
largest manufactur- 
ers of pumps and similar equipment in 
the United States. Products include 
pumps of various sizes ranging from small 
hand to power pumps with a capacity of 
10,000 gallons per hour, spraying units, 
water systems for industrial and domestic 
use, automobile washers, hay tools and 
door hangars. 

Earnings of the present company and 
its predecessor have been fairly stable 
over the past several years, averaging 
around $5 a share for the eight years 
ended October 31, 1930. Net’ income 
for the 1980 fiscal year was approxi- 
mately 15 per cent below that for the 
previous year and amounted to $1,083,468 
compared with $1,274,562. On a per 
share basis these results were equal to 
$4.77 and $5.58 réspectively. The 1928 
fiscal year earnings were equal to $4.79 
a share. For the three months ended 
January 31, 1931, net income was equal 
to $1.02 a share compared with $1.54 
a share in the same period of the previous 
year. The report for the January, 1931, 
quarter covered a period when industrial 
operations were at their lowest ebb, and 
subsequent reports should make better 
comparison. 

Capitalization consists of 15,000 shares 
of $100 par value preferred stock and 
200,000 shares of no par common stock 
on which dividends at the rate of $2 
a share are being paid. Financial 
position at the end of October, 1930, was 
satisfactory with current assets of 
$2,813,818, ten times current liabilities. 
At current prices of 40 on the New York 
Stock Exchange the issue yields 5 per 
cent. 


Scott PAPER 
Company with its 
subsidiaries are pro- 
ducers of the widely 
advertised ‘‘Scot 
Tissue” and ‘‘Wal- 
dorf’’ brands of tis- 
sue papers. Through 
a subsidiary, the 
company controls its own source of pulp 
wood and mills for the production of 
pulp. In addition, it owns six manu- 
facturing units for the fabrication of the 
finished product which enjoys world wide 
distribution. 

Both sales and earnings have shown 
a steady growth over a period of years 
with 1930 net income about three times 
greater than in 1922, and approximately 
10 per cent ahead of 1929. On a per 
share basis 1930 results were equal to 
$5.06 a share compared with $4.49 a 
share, the latter being adjusted to the 
4 per cent stock dividend paid last year. 
In 1928 net income was equal to $3.92 a 
share against $2.91 a share in 1927. 

The balance sheet for the year ended 
December 31, 1930, showed current assets 
of $1,960,959 against current liabilities 
$510,508, a ratio of 3.8-to-l. Goodwill 
is carried on the balance sheet at a 








nominal figure of $1. Capitalization eon. 
sists of 18,619 shares of $7 Class A pre. 
ferred stock, 5,900 shares of $6 Class B 
preferred stock and 162,059 shares of 
no par common. The parent company 
has no funded debt, but guarantees the 
principal and interest on $351,000 subgi. 
diary bonds. Dividends on the common 
stock are currently being paid at the 
annual rate of $1.40 a share in cash and 
4 per cent in stock. Dividends hayg 
been maintained at varying rates sine 
1922. 

At current levels of around 47 the 
issue is selling at approximately 9 times 
1930 results. The yield at current 
levels, 2.98 per cent, is exceedingly smal] 
but the dividend is obviously conserva. 
tive on the basis of earnings. 
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FIXED TRUST CHARGES 
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cases, the sales volume of fixed trust 
organizations is not large enough to war. 
rant their purchasing 100 shares of each 
stock at a time. The odd lot premium of 
one-eighth or one-quarter point above 
the price for 100 share lots is an expense 
which the trust organizations actually 
pay and which is therefore legitimately 
eharged to the investor. But the broker. 
age commissions, as such, on one unit of 
stocks are usually larger than on two or 
three units, if purchased at a time, and 
they are dependent in part upon the 
minimum commission charges as estab- 
lished by various Stock Exchange houses, 
Any arbitrary amount included as “‘brok- 
erage”’ in the fixed trust price derivation 
sheet may leave an opportunity for the f 
sponsors to make a profit on that broker- 
age, and it is for this reason that some of 
the trusts now include the brokerage ona 
100 share basis, which represents the 
lowest cost to the investor—even though 
the fixed trust purchases may not be on s0 
grand a scale. 

Apart from the load, certain fixed trust 
organizations make a charge to the in 
vestor in the form of interest on dividend 
accumulations or cash reserve fund— 
which interest, instead of being credited 
to the investor, is retained by the sponsors 
or handed over in part to the trustee for 
operating expenses. Small though such 
interest, at present rates, actually seems, 
the stress of competition, coupled with the 
influence of New York Stock Exchange 
regulation over fixed trust offerings by 
member firms, is now forcing the fixed 
trust organizations to give away evél 
this perquisite. Logically, it would seem 
that a fixed trust should make at least 4 
nominal annual charge for its services, 
to meet continuing trustee’s fees and to 
recompense the sponsors for their recur 
rent auditing expenses, fees to coup0l 
paying agencies and benevolent interes 
in the administration of the trust itsell 
Experimentally, a few fixed trust orgal- 
izations have adopted the annual fee 
principle. 

As a practical matter, the only sound 
basis on which to compare these chargé 
is through an evaluation of the varios 
items on an annual basis. If 91 per cet 
of the investor’s money is put to work fot 
him in the fixed investment trust, the 
the true load may be taken at 9 per cell 
or $9 for each $100 which the invest 
pays. Ina 4 per cent money market, 
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Joad would be the equivalent of an annual 
charge of 36 cents, which in relation to an 
investment of $100 represents an annual 
fee of 0.36 of 1 per cent. Add to this 
figure such annual charges as the trust 
makes, in the form of interest on deposited 
moneys or otherwise. Let us say this 
annual fee is equivalent to one-tenth of 
one per cent on the investment. Then the 
total charges are equivalent to 0.46 per 
eent annually. Granting approximately 
equal portfolios and satisfactory pro- 
tection as to the provisions in the trust 
agreements, and giving due weight to the 
special features offered in the various 
fixed investment trusts, the investor 
should determine his cost as nearly as 
possible on such a basis and should give 
preference to that trust which is offered 
to him at the lower cost. At least, he 
will then keep his head above water 
while the fixed trust salesman is talking 
to him of figures, income, reserve and 
what-not. 





v 





Congress and the Deficit 


HE radicals in the next Congress 

will undoubtedly urge iecreased 
taxes to meet the deficit which the 
government faces at the end of this 
fiscal year, but they will exercise shrewd- 
ness in recommending that it be drawn 
from incomes falling in the higher 
brackets. Such a move on their part 
will be stoutly opposed on the ground 
that it will tend further to defer the 
return of prosperity, for the slowness of 


which the capital gains tax has been held 
partly responsible. In good times taxes 
are readily paid and there is little com- 
plaint about them, but it is different when 
conditions are reversed; then their burden 
is keenly felt. Against any increase in 
taxes the argument will be advanced 


that a nation as rich as we are can well 


draw upon its credit in a period of de- 
pression to breach a temporary deficit. 
Facing a Presidential election, neither of 
the two dominant parties would feel in- 
clined to sponsor such a move. Hence 
the veering of the discussion in reference 
to taxes to borrowing rather than ex- 
panding them further. 
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Legge is Angered 


NE can hardly blame Alexander Legge 
for being ‘‘sore under the collar,” 
as is reported from Chicago, over the 
criticisms appearing in some of the news- 
papers hinting that by resigning he was 
deserting a sinking ship. This statement 
is unfair to him. He reluctantly gave up 
a job paying $100,000 for one bringing 
but $12,000, but he felt that he was ful- 
filling a patriotic duty when President 
Hoover asked him to accept the task of 
helping the farmer, as head of the Farm 
Board, with his ability as a business 
administrator. He consented to act in 
this capacity for a year but stayed 
much longer because he felt tliat the 
crisis demanded it. He had a hard nut 
to crack and he handled it about as well 
as any one could. 
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High-Yielding Speculative Preferreds 


The $3 convertible pre- 
ferred stock of this com- 
pany is currently selling 
around 44 to yield 6.5 per 
cent. On an income basis the issue ap- 
pears attractive and appreciation possi- 
bilities are offered in connection with the 
conversion feature which provides for a 
share for share exchange up to December 
31, 1931; thereafter and up to December 
31, 1932, 14 shares of preferred for one 
share of common; and thereafter and up 
to December 31, 1933, 1%4 shares of con- 
vertible for one share of common. 

Warren Brothers is the largest company 
engaged in road building, specializing in 
paving construction of its own design. 
In addition to its own road building 
business, the company owns the largest 
plant in the world devoted exclusively to 
the manufacture of bituminous paving 
machinery. Operations are divided 
approximately equally between the 
United States and foreign countries but 
it is the intention of the management at 
this time to give more consideration to 
omestic operations. The large amount 
of public work scheduled for 1931 should 
prove of benefit to the company. 

Earnings have shown a favorable up- 
ward trend in recent years, net income 
nising from $1,151,881 in 1926 to $3,025,- 

m 1930. The convertible preferred 
stock was created as a result of a recapi- 

ation effected ‘last year and is out- 
standing to the amount of 36,427 shares. 
Net income last year was equal to $82.06 
4 share of convertible preferred. 
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Warren 
Brothers 


This large manufacturer of 
Worthington heavy machinery, pumps, 
Pump turbines, ete., reported earn- 

ings last year of $12.92 a 
share of combined class A and B pre- 
ferred stocks compared with $15.89 a 
share in 1929. Net income was off ap- 
proximately 25 per cent, the decline being 
due, to some extent, to lower ‘‘other in- 
come” as a result of low interest rates. 
There are 103,217 shares of class B pre- 
ferred stock outstanding and at current 
prices of around 80 the yield is 7.5 per 
cent on the $6 dividend. The issue is 
redeemable at $105 a share. 

Worthington Pump has made remark- 
able progress over the past few years, 
having effected a thorough internal re- 
organization by eliminating a number of 
unprofitable plants and consolidating 
others where practicable and developing 
a new line of products. The result has 
been that net income has increased from 
$520,124 in 1925 to $2,056,093 in 1930. 
Previous to 1925, earnings showed wide 
fluctuations. 

Unfilled orders at the end of 1930 were 
slightly ahead of those at the beginning 
of the year and were sufficient to assure 
satisfactory operations for the first three 
months of the year. The company has 
been paying off accumulated dividends 
of the two issues of preferred stock and 
with the payment on April 1, all arrears 
will have been met. Financial position 
at the end of 1930 was excellent with 
current assets approximately ten time 
current liabilities. , 





ONE DOLLAR 


for 


20 CENTS! 


Think what this means—a stock which, in 
1929, sold at $160 a share, now around $30! 

Why? Is the company going down hill 
rapidly? NO! Is financial trouble ahead? No! 

The answer is drastic deflation of an inflated 
value in 1929—the result of over-discounting 
future prospects. Actually, sound expansion of 
the company in recent years means increased— 
not decreased—earnings ahead! 

What this stock is—and why its purchase now 
should bring substantial profits—is made clear 
to clients in a late Advisory Bulletin. Copies 
are now available for distribution, FREE. 


Simply ask for Bulletin FWAP-11 


AMERICAN INSTITUTE OF FINANCE 


260 Tremont Street, Boston, Mass. 

















Large or Small Orders 


executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots. 


Helpful booklet Ko on 
Trading Methods sent free on request. 


(HisHoLm & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 
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SELECTING INDUSTRIES 
FOR INVESTMENT 
The outlook for 
CHAIN STORES 


under changing economic 
conditions. 


Ask for No. F-52 


McCLURE, JONES & CO. 


Members New York Stock Exchange 
Associate Members New York Curb Exch. 


115 Broadway New York 
Telephone BArclay 7-7500 























‘One of 
the World’s 


OvUTSTANDING not only 
among the hotels of Chicago 
«+. but among all the hotels 
of the World. Costs com- 
pare favorably with other 
establishments where dis- 
tinguished standardsof serv- 
ice prevail. Rates begin at $5 
per day. Permanent Suites at 
Special Discounts. 


DRAK Y 


Under Blackstone Management 
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TOP 


check-cashing 


DELAYS 








Supply your salesmen with 
a United Hotel Credit Coin 


HE instant identification, 

which this free coin pro- 
vides, saves valuable minutes 
in getting checks cashed... 
and in checking out. A special 
system prevents any one from 
using this coin except the 
original owner. Make more 
of your salesmen’s time avail- 
able for calling. Write our 
Business Promotion Depart- 
ment at Niagara Falls, N.Y. 
for complete details and ap- 
plication blank. 


Save time in these 
24 UNITED CITIES 


NEW YORK CITY'S only United... .The Roosevelt 


PHILADELPHIA, PA....... The Benjamin Franklin 
SRMTUGN: GEIS: ... s000adueycseced The Olympic 
WORCESTER, MASS.........e0000+ The Bancroft 
SE RR A eG a, The Robert Treat 
PATERSON, N. J......-- The Alexander Hamilton 
ee Te ae The Stacy-Trent 
HARRISBURG, PA. ....-+-eee00+ The Penn-Harris 
re ee The Ten Eyck 
Se eee The Onondaga 
RUE. DEW, » cccswcnscceccsns The Seneca 
NIAGARA FALLS, N.Y. .....-.ee0e00- The Niagara 
NE a eae The Lawrence 
5s 6 ives soncenvcvst The Portage 
Pc ivéicueenssveseekeove The Durant 
MAMGAR CITY, DOD. 2 eco s vc cccscs The President 
DINE ows oa csccceased El Conquistador 
SAN FRANCISCO, CAL. .....++.0. The St. Francis 
SHREVEPORT, LA. ..... The Washington-Youree 
PTE CEIAIEE, BA. 6.0 ncnssevccs The Roosevelt 
NEW ORLEANS, LA. .....ceceeeees The Bienville 
SORONTG, ONT. ......ccrees The King Edward 
NIAGARA FALLS, ONT. .......-.-05 The Clifton 

AP Sane Pee The Prince Edward 


KINGSTON, JAMAICA, B.W.1.. The Constant Spring 











Will Movie Earnings Hold Up? 


ITH certain units in the motion- 
picture industry showing losses 
while others are seeking, or are likely to 
seek, new financing shortly, the question 
has been raised as to what the outlook is 
for 1931. Some strongly entrenched, 
progressive and conservatively managed 
companies have been able to keep up 
their earning power during the general 
depression throughout the world. Para- 
mount Publix recently issued an earnings 
report showing that 1930 gross climbed 18 
per cent to a new high of $18,381,000, 
with net profit equal to $6.15 a share 
which may be compared with $6.36 in 
1929. Officers of Radio-Keith-Orpheum 
estimate that earnings for the first quar- 
ter of the current year will be above the 
average quarterly profit of 1930, indicat- 
ing an upward trend this year. 
Warner Brothers Pictures say that 
earnings for the second quarter of the 
fiscal year, the period ending February 


28, are likely to be under those for the 
first quarter but they are hopeful that 
business for the three months ending 
May 31 will show improvement. The 
week before Easter and the week before 
Christmas are the two dullest in the 
theatre trade, with business usually ex. 
panding after these holidays. Reva 
nue of Warner’s for the second quap. 
ter is reported to have been adversely 
affected by write-offs in the Brunswick 
radio and record division. The company 
has shown aggressiveness in lining up for 
1931 production individual stars who 
have been great successes with other com. 
panies, and it justifies the increased 
salaries it pays them by the fact that it js 
able to use a smaller supporting cast, 
Box office receipts for the three months 
ended March 20 declined only 5 per cent, 
The company has been able to retire past 
due mortgages recently, reducing them to 
@ nominal sum. 
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‘to Treasury withdrawals from the banks 


for the purposes of meeting veterans’ 
bonus loan demands. Money in circula- 
tion remains at levels above those of a 
year ago, probably also due to the bonus 
payments. The “loan” figures shown 
by Federal Reserve reporting member 
banks show progress in the right direc- 
tion. Loans on securities are down by 
$80 millions, while ‘‘all other” loans 
gained $28 millions. Government securi- 
ties to the amount of $37 millions were 
disposed of, but the market for other 
securities was aided by the purchase of 
$15 millions in that category. Deposit 
figures continue to reflect trade stagna- 
tion, with time deposits up $30 millions 
and demand deposits up $58 millions for 
the week. 

The London gold situation continues to 
improve, aided by higher money rates, 
and the Bank of England’s gold reserve 
is now about $25.5 millions above the 
year’s low point. Further gold importa- 
tions are in prospect. 

Easy money will be with us for some- 
time to come, but the prospects over the 
next six months or so are for the establish- 
ment of a trend toward higher levels. 


AAA 
Barometer Changes 


NDICATIONS are that iron and steel 
output have reached their peak for 


the spring months, and the right hand - 


pointer for this item has been moved 
down to a neutral position. No further 
upward revision in steel prices is in im- 
mediate prospect, and the indicator for 
this item also has been moved to neutral. 
Signs of comparative stability in the 
chemical price structure are appearing, 
and the future indicator has accordingly 
been changed to neutral; earnings pros- 
pects for the industry have likewise been 
advanced one point. 

Continued dullness in the copper 
market, together with persistent large 
stocks on hand, preclude any material 
improvement in prices in the near future; 


‘prospect. Indications are that earnings 


the right hand pointer has therefore been 
moved down one degree. Copper prices 
a year ago dropped from their 18-cent 
level to 14 cents a pound; the left hand 
pointer has been advanced one degree to 
reflect the narrower spread which now 
exists. Similar changes have been made 
in both of the earnings indicators for the 
copper companies. Inquiries for elec- 
trical equipment have improved recently, 
and several substantial contracts are in 





improvement will be witnessed during 
coming months, prompting us to advance 
the barometer of future earnings for the 
industry. 


AAA 
Market Valuations 


HE official report on stock values 

issued by the New York Stock Ex- 
change shows a recession amounting to 
$2,718,371,986 for the month of March. 
The first week of April proved no excep 
tion to this trend, with values off an 
additional $60,000,000 for the April 18 
period, according to THE FINANCIAL 
Wortp index on page 3. The official 
loan ratio on April 1 was 3.58 per cent 
with only a small change for the last week 
at 3.51 per cent. The rate of turnover has 
been unusually light as compared with 
the extent of recession amounting t0 
3.91 per cent as against a 5.05 per cet 
rate for the month of March. There 
was no change in the number of issues 
listed in March, although shares listed 
increased from 1,297,879,293 to 1,298; 
492,276. The average price of all listed 
stocks on April 1 was $41.08 as comp 
with $43.96 on March 1, $40.09 on Febru- 
ary 1, and $37.80 on January 1, and $41.13 
on December 1, 1930. Thus, the De 
cember decline and subsequent advanee 
have practically been cancelled. In this 
same period loans have been redu 
$253,438,508 voiding the amount and 
the significance of recent increases whie 
can be credited in large part to income 
tax causes. 
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STREET 
CHATTER 


By a Customers’ Man 


Stout Resistance 
When Bad News Came 


Wira the first quarter of the year gone, 
there is no disputing the fact that the 
month of March, in its news develop- 
ments bearing on values, was the worst 
of the first quarter. By far the greater 
number of dividend cuts were announced 
in March and most of these by leading 
railroad and industrial corporations. 
Wall Street observers who have been 
through many a stiff market battle are as 
one in expressing their admiration of the 
good account given by the bull party in 
resisting repeated bear attacks. Pools 
which generally look farther ahead for 
their profits and are well fortified with 
cash resources, held the line with admir- 
able courage though the line frequently 
bent. What helped also was the support 
given by investors and outside speculators 
generally classed as ‘‘the public,”’ who 
refused to be frightened. The volume of 
trading on days when the news was of the 
worst, never was unduly large, indicating 
to those whose judgment is usually .cor- 
rect, that last year’s declines cleaned up 
the worst danger spots. 


Big Plunger’s Profit 
Before the Panic 


A MEMBER Of a large Stock Exchange 
house recently told an almost unbelievable 
story about the reckless plunging in 
stocks prior to the 1929 panic by a man 
whose name is well known throughout 
the country. It shows to what frenzied 
lengths many such men went while the 
passion for frenzied speculation was 
running at its height. This individual, 
probably representing other multi-mil- 
lionaires as well as himself, at the close of 
1928 and early in 1929 was in control of a 


) line of active stocks, all bought on bor- 


towed money, which at one time showed 
4 profit of $100,000,000. One of the 
biggest houses in the Street was carrying 
this enormous quantity of stocks for the 
individual referred to. Some of the 
partners of the firm became uneasy, with 
the thought in mind, no doubt, of what 
might happen should adverse speculative 
winds begin to blow. Money was grow- 
Ing increasingly tighter and there were 
ing to come warnings from big 

ers and the Federal Reserve at 
Washington that speculation was getting 
out of hand. Hence, after numerous 
conferences among the partners of this 
Particular house, the big plunger was 
asked to take up his stocks and transfer 
S account elsewhere. It was feared he 
might not be able to find another house 
ig or able to secure the hundreds 

% millions needed to carry all the stock 
i the aecount, but to the surprise of the 
partners the plunger succeeded in doing 
that very thing. He evidently saw the 
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handwriting on the wall, however, and as 
soon as he had effected the transfer of his 
big line, he burst forth in a series of news- 
paper statements assailing the Federal 
Reserve and the banks. Fatal mistake. 
Reading between the lines, the bear 
crowd, which had been increasing rapidly, 
began to lay plans for the assault:on the 
too talkative plunger, whose outgivings 
they rightly interpreted as coming from 
one who was on the defensive. How 
much the big bull lost, or whether he 
saved any of his $100,000,000 profit, my 
informant was unable to say, but it is a 
fact that the man who talked too much 
at a time when silence might have been 
golden, has been out of the market in a 
big sense ever since the panic, and his 
reputed associates as well. 


“" Caveat 
Emptor ’’ 


Ax ADVISORY service recently launched 
in the hope of securing clients who might 
pay for advice concerning what stocks to 
buy, has adopted the name of ‘‘Caveat 
Emptor,” which might be roughly trans- 
lated as ‘‘Watch your step when making 
purchases of anything and forever be on 
the lookout for trickery.”’ If the securi- 
ties buying public were possessed with 
this spirit of caution or it were more 
ingrained in the minds of purchasers, less 
money would be lost by it. If my mem- 
ory does not play me false it was the 
father of the present publisher of Tur 
FinancraL Worup who in his writings 
was the first to call attention to this Latin 
catch phrase as one which all intending 
buyers should keep in the back of their 
heads as a reminder that all that glitters 
is not necessarily gold. 


“The Business 
Cycle” 


Quis unconsciously, no doubt, H. C. 
Ryding, president of the Tennessee Coal 
& Iron Company adopts the theory of the 
unknown chartist whose curious old 
document has been discussed in this 
column on several occasions. He says: 
‘*We are in a state of flux, both socially 
and industrially. We are now moving 
out of the phase known as the business de- 
pression and moving into an era of busi- 
ness improvement. From that step for- 
ward we shall pass into a period of good 
business, thence into a period of over- 
expansion, then to a period of recession 
and back to the point of beginning. That 
constitutes what is known as the business 
cycle.” Mr. Ryding disclosed that the 
operations of his company have reached 
70 per cent of normal. In several market 
reviews I have seen lately, the cycle 
theory has been used as an argument to 
prove that the country is just now mov- 
ing, but rather uncertainly, out of the 


__ trough of depression. 











A 
NEW } 
BOOK 


for Active 
Traders 


‘Tape Reading and 
Market Tactics’’ 


The author, H. B. Neill, 
Vice-President of theWetsel 
Market Bureau, Inc., re- 
veals how the profession- 
als' and pool operators 
work. He tells the average 
trader how to sense what 
the “‘big interests’’ are do- 
ing and how to follow 
their example. He deals 
with market problems as 
they exist today! The 
methods outlined have 
been tested and found prof- 
itable during 1929 and 
1930, and are described so 
you can apply them to 
your own operations. 


The first usable book 
on “tape reading”’ 
in 14 years! 


What does the action of 
the market mean to you? 
Is it merely a jumble of 
conflicting price move- 
ments? ...or can you 
discern dependable signs 
which forecast coming 
trends? This book tells 
you how tops, bottoms and 
turning points may be 
anticipated. 250 pages of 
money-making facts! 


MAIL THIS COUPON FOR 
7 DAYS’ FREE TRIAL 


On Sale at Leading Book Stores 


WETSEL | 


Market Bureau, Inc. 


241 Madison Ave., New York City 
Please send your 250-page book 


1 On 7 days’ free trial, at end 
of which I will either return the 
book or remit $3. 


O I enclose’$3 in full payment. 













































































—=Which Industries and Stocks nied 
strong expansion ahead? 
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Dividends Declare, 
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potential future growth of Radio Corpo- | ap cee. $1.75 Q May 15 Ap. ® 
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uncertainty for the future orderly prog- phase of expansion of the radio industry | Cluett Peabody &Co........... 75e Q May 1 Apr. 
s . , : : + tas : Columbian Carbon.......... $1.25 Q May 1 Apri 

ress of the company might’ be suggested (and allied activities), which has passed Commer-und-Priva Sif hs 
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that in addition to its activities directly Z>jtinued trom page 6| Est. Nat, Bk(Aurora)..........88 Q Maral Many 

associated with the radio industry, Ragiette Bldg. Co. (Denver), 0 in 1 
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trols the Vict Talking Machine 1!9!7.-..-.-. 115,428,360 $4,603,782 .040 Freeman Dy Co. p ..$1.75 Q Apr. 1 Mar, 1 
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clear that the most speculative of the period of 1921 had little ill-effect upon Py cal ee pean 6 Me 15 Me, 
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the consolidated companies’ blades can- 
not be-accurately estimated. Gillette’s 
own output of blades in 1930 is es- 
timated at from 2,700,000 to 3,000,000 
daily. At an annual rate of output of 
900,000,000 blades and employing a re- 
duced profit base of 2 cents per blade, 
possible net earnings of $18,000,000 an- 
nually are indicated. After deducting 
preferred stock dividends of $1,550,000 
there would remain $16,450,000 applica- 
ble to the 1,998,700 shares of common 
stock, or the equivalent of $8.25 a 
share. 

The bonds and preferred stock outstand- 
ing are convertible into common shares, 
and 510,000 shares are reserved for ul- 
timate conversion on which basis $7.60 a 
share would be earned on the total stock 
then outstanding. Though this is more 
than double the reported consolidated 
earnings for 1930, it is not in excess of 
former earning power and indicates the 
reasonableness of this expectation. The 
stock is selling at only four times this 
earning rate, whereas in the past its mar- 
ket price has been about fifteen times 
earnings. Dividend payments of $3.50 
annually could comfortably be paid on 
this basis, which would allow a price of 
$58 and still afford a 6 per cent return. 
The company paid a total of $3.75 cash 
dividends in 1930; in 1929, 1928 and 1927, 
it paid $5 annually; in 1926, $4.50; in 
1925, $3.50; in 1920 to 1924, $12.00 (ona 
smaller number of shares) besides gener- 
ous stock distributions. : 

Gillette has many problems to solve 
in the realignment of management, 
operating facilities, selling and distribut- 
ing forees before it will have regained its 
former investment status. For those in 
a position to assume the risks attached, 
and who will make a liberal allowance of 


| time for the necessary readjustments and 


the restoration of normal earning power, 
the stock appears to hold speculative 
attraction at current levels. 








FORD OF ENGLAND 


concluded 





from page 7 








liable to double taxation (in the countries 
where they originated and in England). 
Under the holding company plan these 
profits will probably be capitalized later 
on and distributed among the stock- 
holders of the English company by way of 
stock dividends, not subject to English 
taxation. Cash dividends apparently 
will be paid only out of the profits of the 
English company and its subsidiary in 
Ireland, which so far have been ample 
enough to maintain the rate of 10 per 
cent established in 1930. The Luxem- 
burg company will also act as a financing 
agency for the various Continental Ford 
enterprises. As an example, the 1930 
teport of Ford Motor Company of Hol- 
land shows cash on hand equivalent to 
$2,024,000 of which $1,300,000 was 
deposited with the Société d’Investisse- 
ment Ford, Luxemburg. 

The net trading income of the various 
Ford enterprises for 1929 and 1930 is 
shown in the accompanying tabulation. 

le a relatively small percentage of 
tarnings has been paid out as dividends, 
the balance has been used to strengthen 

Unancial position of the various com- 
Patles through elimination of such items 
4% goodwill and patents, and the building 
Up of large hidden and open reserves, 
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the latter being required by law in some 
countries. 

The new funds which Ford of England 
recently obtained through increase of its 
capitalization and sale of an additional 
2,000,000 shares at a preference rate to 
the holders of the old stock, will appar- 
ently be used to finance the completion 
of the Dagenham plant as well as that of 
its German subsidiary near Cologne. 
This German plant is expected to be- 
come the largest Ford enterprise on the 
Continent, having a capacity of 75,000 
units per year. Last year the German 
Ford Company obtained about 25 per 
cent of the entire automobile business 
done in that country and similar progress 
has been reported by the other Con- 
tinental enterprises of the Ford Combine. 

Considering the possibilities of the 
European automobile market, the strat- 
egic position of the Ford enterprises with 
their enormous financial resources, and 
the quality and cheapness of the prod- 
ucts, success for these companies appears 
to be assured. The relatively high price 
of the shares of Ford Motor Company, 
Ltd., as compared with reported earnings 
and dividends paid, is a result of the 
excellent prospects of the company and 
its participation in the earnings of the 
Continental companies. For this reason, 
they are to be regarded strictly in the light 
of their long pull possibilities. If retained 
over a period of several years the patient 
investor should be rewarded by satisfac- 
tory market appreciation. 








MIDDLE WEST UTILITIES 


concluded 





from page 8 








company. <A policy of paying 8 per 
eent in stock to common stockholders 
instead of cash has been adopted, thus 
making all net earnings available directly 
for corporate purposes. This policy has 
enabled the company to maintain a 
modest funded debt in the face of large 
expenditures for extensions and improve- 
ments. Financial program for the cur- 
rent year calls for expenditures of $63,- 
787,000, of which amount the parent 
company will be called on to furnish 
about 25 per cent. As capital surplus 
is not sufficient to cover this amount it 
is probable that new financing will be 
resorted to sometime during the current 
year. There are at present outstanding 
warrants for the purchase of 522,000 
shares of common stock at $40 per share 
which terminate December 31, 1931. 
Unless market conditions improve ma- 
terially during the near term future, it is 
possible that the company may reduce 
the price at which the warrants may be 
exercised, and in this way should realize 
sufficient funds to care for current needs. 

In attempting a projection of future 
earnings trends of individual utility enter- 
prises, a very large degree of importance 
must be attached to potentialities of 
markets controlled. Statistics on con- 
sumption of electric energy in non- 
metropolitan areas indicate a rate of in- 
crease for this market well above the 
average for the industry; this evidence is 
supported by the record of growth of 
Middle West Utilities. The company is 
favorably situated to participate in the 
rising demand for utility services in this 
field and its junior issue, currently selling 
less than 14=times 1930 earnings, should 
over the future reflect this growth. 





Need Relaxation? 
Here’s the hobby for you.... 
It’s collecting 





A year or two ago I needed to go home 
and forget workaday affairs. I needed to 
Occupy my mind with something unim- 
portant and yet fascinating. By a lucky 
chance I hit upon the one thing that for 
me had everything . . . mental relaxa- 
tion, physical rest, the lure of the chase 
and the satisfaction that comes from 
doing something well. 


When my business took me north, south, 
east Or west, in my spare moments I jhad 
something to look for, and I found it and 
with it many fine acquaintances. When 
on a golfing party and rain came, was I 
disgruntled? Not a whit! I chased my 
hobby. I reverted to all 'my boyhood 
instincts and had the time of my life on 
those days that were off-days for the 
other fellows. 

I took up stamp collecting, specializing in 
United een Paetoiees oe Brirish 
North America. My collection is now 
for sale. It has served its purpose. Its ex- 
act value I do not know. Its cost, thanks 
to an efficient secretary, I do know. 
$7,500.00 is its price and I want it to fall 
into the hands of some one who will go 
on with it and have it yield to him what 
it has to me. 

It should be remounted in nicer albums. 
There are many, many stamps that I have 
yet to mount and some very choice ones. 
It’s a hobby that need not prove ex- 
— for there is always aready market 
or choice stamps. Some of mine have 
doubled in catalogue value since I bought 
them. 

I shall continue to collect to some small 
extent for the stamp lover rarely quits 
entirely. 


Address STAMP COLLECTOR 
Care of THE FINANCIAL WORLD 
53 Park Place, N. Y. City 
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LEADING STEEL STOCK 
FOR 1931 


Every bear market uncovers at least 
one leading stock in each major in- 
dustrial division—a stock that com- 
pared with selling levels of previous 
bear markets can be bought at 
actually a greater bargain price 
despite betterment of the com- 
pany’s position in the intervening 
period. Our analytical staff has 
selected what we believe to be the 
steel bargain of 1931.° A copy of the 
analysis may be had by asking for 
Bulletin No. 406. No obligation. 









Established in 1898 
79 WALL ST., NEW YORK 


Chicago Les Angeles 
111 W. Jackson Blvd. Security Title Ins. Bldg. 
San Francisco Seattle 
-Mills Building Northern Life Tower . 
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HE following tabulation of corporate earnings is a feature which appears 


weekly in The Financial World. 


In addition to enabling investors to check 


the progress of the companies in whose securities they are interested, sub- 
scribers will be able to use the earnings figures to bring up to date their current 


issue of The Financial World’s Appraisals. 


Unless otherwise stated, per share 


earnings are for common stocks and are based on the actual amount outstand- 
ing at the end of the respective periods. Per share earnings are given for common 
stock after preferred dividend requirements, if any. 
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12 Months Ended Jan. 1 net. x ee 130.886" 1,926,301 
. per share..... ° ‘ 3.2 
<i pee.soe | “Smee ter: Kiee benaees asso eee 
per share...... 0.51 3.44 per share...... "1.30 "1,82 
Long-Bell Lumber 
net. eke ek k eee | 1 weX 
oP Gare...... 79 
12 Months Ended Jan. 31 ——— | cvicon Sestecrd OF a 
: Regs 605,873 d28,850 
Emporium Capwell Nites per share...... 0.48 nil 
Se dunsctane 541,034 1,024,546 . 
per share...... 1.27 2.39 — Continent . va0n o00 
Kresge Department Stores oo  $|{  winchara °° °° . ( : 7 
a caeks 302,022 301,392 | . Per pone Oy eS O80 “me 
National Department Stores oa” parece Onn 321 299 4.732.686 
net. Kaas vo sipnie a ann ee das A&B... = 371 a 
Pere rte ; Nevada Consolidated Copper 
Stix, Baer & Fuller net 1 17,493.977 
NCb... ss seeee ae vais per share...... ae a 
per share...... 1.3 .24 heneaen Meet 
net. bs ose = eg | sari 
per share...... 3 
12 Months Ended Feb. 28 ——— | Parjmount Publix 1. 381,178 15,544,544 
American Water Works & Electric per share... 6.16 6.36 
“ Nepiasaat 6,293,691 7,935,759 | Parker Pen 
per share...... 2.91 3.91 _ SRS 537,028 1,183,542 
per share...... 2.69 5.91 
Bangor Hydro-Electric 
WU. ois ss ss 860,991 822,800 | Penn Gas & Electric 
é NRE 2 65 ah oreo 387,799 384,762 
Consolidated Gas of Baltimore class A. 1.58 1.56 
_ See 7,375,345 7,677,941 Sambintien Aue : ; 
per share...... 5.37 6.29 — ngton Arms 1.160.879 1.508.871 
Eastern Texas Electric per share...... oer +5 ci, 38 
NU Sica cc ine 11,812,737 $2,239,292 Ritter Dental Pe: : 7 
Puget Sound Power & Light ee 667.666 1,367,784 
oe * “ps 2 a Ps =" 14,308,691 per share rae 3.08 . ” Ad 
rginia Electric ower Schulte Retail Stores 
Re 5 oa eintia x 15,938,760 16,044,355 aie cag ees, ae 
per share...... eee? * ehhh sawn 
Southwestern Gas & Tees ake - 
SA RegRegg . ,85 1,250,890 
12 Months Ended Dec. 31 —— | __ er share... 7.52 8. 
Spicer Manufacturing 
Aluminum Company of America ES eer 481 2,119,885 
net. pi das ee ess 10,868,685 24,128,509 eS eae 5. 
per share...... 1.92 11.18 | Standard Oil of Indiana 
American Electric Power Corporation | ry ee . err 
OS Sto aon ias $1,229,692 11,357,276 per share...... SR eee 
American Machine & Foundry Syracuse Washing Machine 
Sy See 2,931,110 2,560,643 ee ees d71,965 488,068 
per share...... 2.82 2.42 per share...... nil 0.96 
American Writing Paper Toledo Edison 
IG cnn cniwp e080: 145,338 364,432 RSS 3,617,142 3,907,672 
per share...... nil 0.51 per share p25.88 p33.68 
Aviation Corporation United Gas Improvement 
cic yn ate d4,703,601 41,443,822 ORs ei viuaiewnns 38,415,912 32,519,182 
Botany Consolidated ry per share...... 1.54 1.55 
ER d3,049,785 d2,768,904 | United Light & Power 
Corroon & Reynolds See 10,462,450 9,971,641 
met eevee 1,092,145 2,297,470 per share...... 2.01 2.32 
per share...... 0.50 2.27 | Universal Pipe & Radiator 
Duquesne Light _ eee 4214,551 95,515 
Met. ween 14,024,981 12,917,522 | _ ber share...... nil D3.66 
per sre >....... . p51.00 p46.97 | Utilities Power & Light 
Garlock Packing | eG tees 7,236,840 7,617,657 
net. beso “SS ie or Sugar enes.26e pom 
per s : 4. ees . ’ 937,641 
General Motors White Motors 
TR AR 151,098,992 248,282,268 OS rere d473,501 2,547,646 
per share. . 3.25 5.49 per share...... nil 3.18 
d— Deficit. p—Preferred. f—Before Federal taxes. t—Before depreciation. 
Se ecemenatel 
eas 
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TILITIES Power & Light Con 
poration, a holding company ¢op. 
trolling public utility properties in this 
country and Great Britain, reported 
gross revenues for the year ended De 
cember 31, 1930, of $53,097,390 as com. 
pared with $52,348,687 in the previous 
year, a gain of $748,704 or 1.4 per cent, 
After all charges, net income amounted 
to $7,236,840 against $7,617,657 in 1929, 
Per share earnings on the class A stock 
for 1930 amounted to $4.09 against 
$4.79 in 1929, based on a smaller num. 
ber of shares. 
AAA 
Net income of Associated Gas & Elee 
tric for the’ twelve months ended Jan. 
uary 31, 1931, has been reported at 
$47,344,966, representing a substantial 
gain over net of $42,926,651 in the cor 
responding previous period. A _ large 
portion of this gain, however, is directly 
traceable to the inclusion of reports of 
recently acquired properties, not members 
of the System during the 1929 period. 
The company’s class A stock, which has 
received 10 per cent per annum in stock 
since 1925, has been placed on an 8 per 
cent annual basis through recent declara- 
tion of a quarterly disbursement of 1/50 
of a share of class A stock, payable May | 
to stock of record March 31. Stockhold- 
ers have the option of receiving stock ot 
50 cents per share in cash. 


AAA 


Mr. Frank L. Dame, president of The 
North American Company in his regular 
quarterly announcement to stockholders 
covering electric output of the company, 
touches on a point of considerable it- 
terest to business prophets. 

He states: 


‘‘Many observers have been busy 
making comparisons of business 
trends without due regard for im- 
portant present-day signs. . . . Too 
many of the depressing and back- 
ward looking surveys take no ac 
count of the brighter aspects of busi 
ness, and many signs of improve 
ment are being missed. In the elee 
tric output of the North American 
System, for example, there is & 
noticeable absence of a seasonal dip 
normally to be expected as the day- 
light periods become longer. Actu- 
ally there is a horizontal trend which 
is decidedly encouraging, as indicat- 
ing a gradual pick-up in industrial 
use of electricity, supplementing the 
increase in residential and commer 
cial use which continued through 4 
year of depression and was a satit 
factory off-set to decreased industrial 
use.” 
The trend in electric output which Mt 

Dame ealls attention to in the No 
American System obtains for the indi® 
try as a whole; it perhaps should be giv 
more weight than it is currently ® 
ceiving. 


THE FINANCIAL WoRL? 











mint ae’ ee Sa ee ee 


ae 





— semen 


You Rely 








American Radiator & Standard Sanitary Corporation 
Atchison, Topeka and Santa Fe Railway Company 
Consolidated Gas Company of New York 

Louisville & Nashville Railroad Company 

Standard Oil Company (New Jersey) 

Standard Oil Company of California 

Western Union Telegraph Company 

Canadian Pacific Railway Company 
Pennsylvania Railroad Company 
General Electric Company 

Southern Pacific Company 


Upon the Law of Averages 


Individual cases vary; averages run true to form 


THE LARGEST FIXED TRUST* 


~ NORTH AMERICAN TRUST SHARES 


CERTIFICATES OF OWNERSHIP IN COMMON STOCK OF ALL THE FOLLOWING COMPANIES: 


Ingersoll-Rand Company 
Otis Elevator Company 


United Fruit Company 
Royal Dutch Company 


Texas Corporation 


Nothing is more unpredictable than the time of death of any individ- 
ual; yet the life insurance companies, among the soundest and most 
conservative of all financial institutions, prosper by their ability to 


predict the average life-span of groups of individuals. Their success 
lies in diversification. 


Westinghouse Electric & Manufacturing Company 
American Telephone and Telegraph Company 
Eastman Kodak Company of New Jersey 
E. |. du Pont de Nemours & Company 
New York Central Railroad Company 
Standard Oil Company of New York 

Illinois Central Railroad Company 

Union Pacific Railroad Company 

United States Steel Corporation 

American Tobacco Company 

F. W. Woolworth Company 

National Biscuit Company 


DEPOSITED WITH THE GUARANTY TRUST COMPANY OF NEW YORK, TRUSTEE 


DISTRIBUTORS GROUP, INCORPORATED 


(Owned by a Nation-Wide Group of Investment Houses) 


63 WALL STREET, NEW YORK 


* OVER $170,000,000 PURCHASED BY. INVESTORS 





Listen in to the FORTUNE BUILDERS Program Every Sunday and Thursday Evening, 10:30, E. S. T., Columbia Network 
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Trust Topics 








U.S. Trust 
Increases Surplus 


The statement of condition of the 
United States Trust Company as of 
March 25, 1931, shows that $4,000,000 

been transferred from undivided 
profits to surplus, making the latter 
account $24,000,000 against capital of 
82,000,000, a ratio of 12 to 1. This is 
believed to be one of the largest sur- 

Pluses in relation to capital of any bank 
in the country and places the United 
States Trust Company for the first time 
ahead of the First National Bank of N. Y., 
Which has surplus of $100,000,000 against 
Capital of $10,000,000, a ratio of 10 to 1. 

he reason for the transfer was to 
fnable the trust company to purchase 
more Federal Reserve Bank stock. Each 

Member of the Federal Reserve System 
8 permitted to subscribe to the stock 
of the bank in its district to an amount 
‘qual to 6 per cent of its capital and 
surplus; undivided j vofits are not counted 
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as part of surplus for this purpose. By 
transferring $4,000,000 to surplus, the 
United States Trust Company can 
acquire $240,000 par value, 50 per cent 
paid, stock of the Federal Reserve Bank 
which pays 6 per cent at par and which, 
in the opinion of the directors of the trust 
company, is a good investment under 
present money market conditions. 

The United States Trust Company is 
one of the old state-chartered institutions, 
having derived its charter direct from 
the legislature in 1853. Original capital 
was $1,000,000, which was increased to 
$1,500,000 in 1866 and to $2,000,000 in 
1872, at which figure it has remained 
ever since. For the past several years 
dividends have been paid at the rate of 
$70.00 a share annually. For the first 
quarter of the year, earnings amounted 
to $23.44 a share and book value was 
$1,883 a share. 


Investment 
Trust Reports 


American European Securities Corpo- 
ration reported liquidating value of $37.45 
a share on March 31 compared with 
$28.60 a share on December 31, 1930. 
Investments at market value of $22,799,- 
685 were approximately $1,540,556 above 
cost on March 31. Net income, after 
charges and interest, was $188,051 for 
the first quarter, equal after preferred 
dividends to 32 cents a share on the 
common stock. These earnings include 
$24,788 profit on sale of securities. 


Report of the Fourth National In- 
vestors shows net assets, based on market 
value of holdings as of March 31, equal 
to $40.78 a share compared with $37.36 
a share on December 31, 1930, and 
$54.39 a share on March 31, 1930. Net 
income from investments only for the 
first quarter of the year amounted to 
$138,863, or about 27 cents a share on 
the 500,000 shares outstanding. Loss on 
sale of securities amounted to $17,662. 

Third National Investors reported 
asset value, as of March 31, equal to 
$35.07 a share compared with $31.88 a 
share on December 31, 1930, and $48.50 
a share on March 31, 1930. Net income 
from investments only was $59,429 for 
the three months ended March 31, which 
is equal to 27 cents a share on the 220,000 
shares outstanding. Loss on sale of 
securities amounting to $16,907 was 
charged to security profits surplus ac- 
count. 

The asset value of Second National 








NOTICE 


The February Railroad Earnings © 

scheduled for this page, will ap- 

pear in the April 22nd issue of 
THE FINANCIAL WORLD. 
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Investors preferred stock was $86.86 a 
share on March 31 compared with $79.49 
3 share on December 31, 1930, and 
$118.62 a share on March 31, 1930. In- 
come from investments, after manage- 
ment fees, expenses and taxes, amounted 
to $60,778 which is equal to 60 cents a 
share on the $5 preferred stock. Loss on 
sale of securities was $20,327. 

As reported in this column last week, 
it is the intention of the management of 
these companies to pay out semi-an- 
nually a sum approximately equal to the 
income received on investments after 
deducting all expenses. Profits or losses 
on sale of securities will be reflected in a 
security profits surplus account. 
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of clearly expressed powers, to re- 
quire the correction of undesirable 
practices, within the law, in state 
banks particularly, lest they with- 
draw from the system and thereby 
weaken its resources and general in- 
fuence. The designation ‘Member 
of the Federal Reserve System’ re- 
mains, therefore, on the window of 
such a bank, implying a degree of 
system supervision which is not 
authorized, and which, in fact, does 
not exist.” 


There is no doubt that unified banking 
control would bring about a great im- 
provement in American banking, but 
there are many obstacles to the attain- 
ment of this goal. Laws requiring all 
institutions doing a deposit business to 
become national banks would require a 
constitutional amendment, ratification of 
which could probably never be obtained 
in view of the great political strength of 
state bankers in many sections of the 
country. 

An alternative suggestion, that of 
forcing all banks into the Federal Reserve 
System and giving the latter greater 
supervisory powers seems more prac- 
ticable, but this would also involve 
national laws, which presumably could 
not be passed without a struggle. 

Other suggestions have been advanced, 
such as forbidding member banks to 
accept checks drawn on non-member 
banks, and prohibiting the cashing of a 
check drawn upon a state bank outside 
the state’s borders. It has been suggested 
that, where checks cross state boundaries, 
Federal control could be applied under 
the interstate commerce powers granted 
the national government, but a court 
test would be necessary to establish this. 

Desirable as unified banking control 
would undoubtedly be, since many abuses 
could be quickly eliminated if there were 
no division of banking authority, there 
are so many political difficulties that the 
attainment of this end seems almost 
hopeless at this time. However, the 
number of members of the Federal Re- 
serve System could doubtless be increased 
by following Senator Glass’ proposal to 
ierease the share of the member banks 
in the profits of the Reserve Banks, and 
there should be no insuperable diffi- 

ties in enacting laws giving the 
Reserve Banks wider powers for correct- 
Ing undesirable banking practices among 
their member banks. 

The Glass committee spent consider- 
able time on the subject of branch and 
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group banking, but developed nothing 
new in this highly controversial field, 
which had already been very thoroughly 
covered by the investigations of a House 
committee. Senator Glass, Comptroller 
of the Currency Pole, and Owen D. Young 
all favor branch banking within restricted 
areas, and it is practically certain that 
bills designed to permit branch banking 
within Federal Reserve Districts or trade 
areas will be introduced at the next 
session of Congress. This will meet 
strong political opposition, and its chances 
of success are not at all clearly defined at 
this time. 

Security affiliates received considerable 
attention at the committee hearings, and 
the rather unfriendly attitude of some of 
the committee members indicated that 
attempts will be made to enact laws 
providing for thorough examination and 
regulation of such companies. As the 
trend of recent years has been more and 
more toward financing business through 
security flotations, instead of bank loans, 
it has been only natural that banks have 
sought their share of the business. 
National banks have been forced to form 
security affiliates to do what state banks 
are permitted to do directly. 

Here again we face the difficulties 
caused by lack of unified control. If the 
more antagonistic element in Congress 
should succeed in passing laws for sever- 
ing these affiliates from bank control, 
many national banks would doubtless 
forfeit their national charters and be- 
come state banks. Such radical legisla- 
tion will probably not succeed, but it is 
possible that less drastic proposals will 
be carried, such as provisions for per- 
iodical examination of affiliates and 
publication of complete statements at 
least once a year, for prohibiting dealing 
in the stock of the parent bank, for for- 
bidding the bank’s trust department 
purchasing securities from the affiliate, 
and for limiting the amount of loans by 
the bank to the affiliate. These points 
are already covered by laws in many 
states, and by the codes of practice of 
the better class of banks. 


Time and Savings Deposits 


Time and savings deposits have come 
in for their share of attention and this 
subject is also interesting law-makers in 
several states, as an aftermath of the 
bank failures of 1930. In New York State, 
proposals for the segregation of funds 
received in savings or thrift deposits in 
commercial banks, and investment under 
the same regulations as apply to savings 
banks, have the support of Governor 
Roosevelt. After the failure of the Bank 
of United States in New York City, 
State Superintendent of Banks Broderick 
presented a comprehensive set of recom- 
mendations for banking reform to the 
New York State Legislature, including 
such radical proposals as one that state 
banking officials be empowered to remove 
bank directors and officers summarily 
from office if they persist in unsound 
banking practices. 

The deplorable record of bank failures 
in 1930 has thoroughly aroused public 
sentiment, and that inevitably means 
that there will be major changes in both 
national and state banking laws over the 
next year or two. It will be interesting to 
watch these changes, and it is to be 
hoped that they will have a sound 
economic basis which will cause them to 
have the support of the better element in 
the banking profession. 
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Nevada Consolidated 4 hg oy 


The fact that 1930 earnings before deple- 
tion and inventory adjustments amounted 
to only 38 cents a share indicates eurrent 
failure to earn sufficient to cover the $1 
dividend rate still in force and fore- 
shadows probable omission of payments 
in the not distant future. All units but 
the lowest cost producers are finding it 
difficult to show profits under present 
conditions of restricted output and low 
metal prices. 


Pullman 4 — 


Recent weakness in market price of stock 
reflects fear for continuance of current 
dividend rate. February operations of 
the company’s carrier subsidiary showed 
a loss for the first time in many years. 
Financial position at the end of 1930 
was very strong but it is questionable 
whether the management will care to 
continue the current rate by dipping into 
surplus. 


Sears Roebuck 4 “Ar 


Rumors have been current that Ford will 
adopt the free wheeling device on forth- 
coming models, but Sears Roebuck has 
anticipated this move by introducing, 
via its retail stores, this equipment: for 
Ford cars now in the hands of users. 
Device retails at $15.45 and differs some- 
what from units now in use on other 


_ makes of ears. 


United Fruit 4 “B” 


For the first quarter of the current year 
company reported net earnings of $1.06 
per share as compared with $1.30 for the 
corresponding period in 1930, and $4.24 
for the entire last year. A noticeable 
improvement in the banana business was 
reported, especially in this country. After 
the dividend payments of April 1, com- 
pany had over $17 miliions cash on hand, 


Simmons 4 Sd | ig 


At annual stockholders’ meeting, presi- 
dent stated that company expected to 
reduce operating expenses about $2,500,- 
000 during 1931. Business during the 
first half of the year is not likely to equal 
corresponding period of 1930 although 
better results are looked for in the second 
half of the year. For the first two months, 
business was about $500,000 below the 
like 1930 period but expenses were down 
by a larger amount. Current position is 
satisfactory with cash alone about three 
times current liabilities. President pointed 
out that loss in 1930 was due largely to 
operations of subsidiaries and intimated 
that company might dispose of certain 
unprofitable subsidiaries during current 
year. 


Zenith Radio 4 “iy 


Corporation operated at net loss of $165,- 
386 after expenses and depreciation for 
quarter ended January 31, 1931. A 
profit of $52,662, before Federal taxes, 
was shown in corresponding quarter of 
previous year. The fiscal year of the 
company ends April 30, and since it has 
been operating at a substantial loss during 
the first nine months, annual statement 
will undoubtedly show a considerable 
deficit. 
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4 Aluminum of America “B” 4Ford of Canada “A” tions from which earnings should acerye 


Decline of about 33% per cent in tonnage 
sold, together with a l-cent per pound cut 
in the price of aluminum, was responsible 
for an 82 per cent drop in net income. 
Earnings were equal to $1.92 a share 
against $11.18 a share in 1929. Poor 
business reflected the sharply reduced 
demands of the automobile and aviation 
industries, which have become the largest 
users of the metal during the past decade. 
Company has developed many new uses 
for aluminum which have tended to 
stabilize a major portion of the demand, 
but it needs a real revival in the business 
of its two largest customers in order to 
retrieve former earning power. 


4 Anglo-Chilean Nitrate — 


Stockholders of this company and Lau- 
taro Nitrate, which is controlled by 
Anglo-Chilean, will meet on April 17 to 
vote on a plan for affiliation with the 
Chilean Nitrate Company (Cosach). 
The plan probably will be voted on favor- 
ably and the satisfactory completion of 
negotiations will result in an organiza- 
tion which will control approximately 
95 per cent of the nitrate industry in 
Chile. It is proposed that the stock of 
Cosach will be exchanged on the basis 
of four shares of Class B for each share of 
Anglo-Chilean. , 


4 Cord os ad 


Gyrations of Auburn on the big board 
were reflected in new high prices for Cord 
on the Curb. Rumors circulated to the 
effect that a split-up of Auburn was 
under consideration, probably on a ten- 
for-one basis, and that this action would 
be followed by an offer to exchange one 
share of new Auburn stock for each share 
of Cord at present outstanding in the 
hands of the public. These rumors can 
not be confirmed. 


4 Fairchild Aviation “Dp” 
Consummation of the plan for the with- 
drawal of Fairchild Aviation from the 
Aviation Corporation was completed last 
week. Under the terms Aviation Corpo- 
ration relinquished its stock control of 
Fairchild and, in turn, Fairchild turned 
over to Aviation Corporation the Fair- 
child Airplane Manufacturing Corpora- 
tion and the Fairchild Engine Corpora- 
tion, both oceupying the Fairchild prop- 
erty in Farmingdale, Long Island. Fair- 
child will keep control of its other 
subsidiaries, including Fairchild Aerial 
Camera Corporation, Fairchild Aerial 
Surveys and Kreider-Reisner Aircraft 
Company, and a 50 per cent interest in 
Fairchild Aircraft, Ltd., of Canada. 
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" BILLIONS 


IN PURCHASING POWER 





Annual Report for 1930 showed net of 
$3,157,887, equal to $1.90 a share on the 
combined 1,588,960 no par shares of 
class A and the 70,000 no par shares of 
class B stock. This compares with 
$5,232,819, or $3.15 a share on the com- 
bined shares in 1929. The earnings, 
while lower, provide a fair coverage Over 
the present annual dividend of $1.20 and 
it is believed that there will be no change 
in the present distribution. The decline 
in earnings directly reflects a 20 per cent 
decline in the number of Fords sold. 
Sales for 1930 totaled 70,259 cars and 
trucks against 87,791 in 1929. As a 
result of a concentrated spring publicity 
drive, business for the months of Jan- 
uary and February showed a slight gain 
as compared with the same months of 
1930. With the assembly branches in 
Montreal, Toronto, Winnipeg and Van- 
couver now running at capacity, the out- 
look for the remaining portion of the 
first half of 1931 is considered promising. 


4 Golden States Milk Products ““C”’ 


Reports have been revived that company 
would be acquired by National Dairy 
Products in the latter’s plan for Pacific 
Coast expansion. It is understood that 
one share of National Dairy will be 
offered for each two shares of Golden 
States. 


4 Great Atlantic & Pacific Tea “A” 


Annual report for fiscal year ended Febru- 
ary 28, 1931, disclosed a new high record 
in tonnage sold, sales, and net earnings. 
Dollar value of merchandise sold last 
year was almost as large as that of 
United States Steel and was considerably 
larger than many of the country’s largest 
industrial corporations. An improve- 
ment in profit margin to 2.88 cents on 
each dollar of sales, as compared with 
2.49 cents on each dollar of sales in the 
previous fiscal year, resulted in a sharp 
increase in earnings to the equivalent of 
$13.86 a share, against $11.77 a share 
for the year ended February 28, 1930. 
Inventories were reduced in spite of the 
company’s larger sales volume, and finan- 
cial position was maintained. To the 
general depression and the effort of the 
public to save money on its food bill 
may be attributed the larger sales of the 
“A. & P.” chain in a year when prices 
were dropping almost daily. 


4 Merritt-Chapman & Scott “C” 


In connection with the report of this 
company’s earnings for 1930, it was 
pointed out that earnings of $1.52 a 
share, based on the shares outstanding at 
the close of the year, had not covered 
the annual dividend of $1.60. This 
statement did not give a true picture of 


average amount of stock outstanding 
during the year were equal to $1.61 a 
share. The increased capitalization at 
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the close of 1930 was due to new acquisi- 


the situation for earnings based on the 


during 1931. 


4St. Regis Paper “Re 

Company’s annual report for 1930 was 

about in line with previous estimates 

although earnings were 5 cents below 
the annual dividend of $1. Net equaled. 
95 cents per share as compared with 

$1.08 a share in 1929 and $1.04 a share 
in 1928. The reason for the mainte 
nance of earnings during 1930 was due 
mainly to the company’s large holdings 
of Niagara Hudson Power, now exchanged 
for the shares of United Corporation on 
a basis which will leave dividend income 
to St. Regis unchanged. 


4 Standard Oil of Indiana = “B” 


Following announcement that annual 
dividend had been cut from $2.50 to $2, 
management declared its intention of 
presenting to stockholders at annual 
meeting on May 7 a reorganization of 
the company’s capital structure. The 
proposed change involves no funda 
mental revision as it is intended merely 
to place the corporation under the 1929 
corporation law of Indiana, instead of: 
the act of 1889, now archaic. The com- 
pany’s present charter expires in 1939, 
Stockholders will also be asked to vote 
on a change allowing for 15 directors 
instead of 11 as at present. 


4 Swift International “B” 
Stock has been holding close to its 1931 
high in spite of the reactionary tendencies 
of the market as a whole. A new follow- 
ing has been accorded the shares because 
of the company’s demonstrated ability to 
show increased earnings during a period 
of depression. A new peak record was 
reported during 1930, equal to $4.36 4 
share, making the fourth consecutive 
annual increase. In 1927, the company 
reached a beef trade agreement with its 
competitors in South America whereby 
the business is divided between the large 
producers. In addition to the record eart- 
ings of last year, company also made 
heavy chargeoffs to reserves equal to 
over $3 a share on the common stock. 
This included unusually large reserves il 
anticipation of possible losses 0m 
sequent upon the depreciation in A™ 
gentine currency. If Argentine exchange 
recovers, as expected, these reserves Wi 
be put into surplus, and similar charge 
offs will not be necessary this year. 


4 Zonite Products “Cc” 
Company reports that earnings for first 
quarter of 1931 covered the quarterly 
dividend requirement of 25 cents by & 
margin of more than 50 per cent. It 8 
understood that the management # 
planning to make application for listimy 
on the New York Stock Exchange 
following the approval of the s 
holders to change the par value of the 
common from $1 to no par. 
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A Philip Torchio, who has been with the 
New York Edison Company since 1895, 
has been elected senior vice-president. He 
ig the originator of the group insurance 


idea. 


AElihu Root, Jr., Pierre Jay, David F. 
Houston and D. W. MacCormack are 
among the sponsors of the Fiduciary Trust 
Company of New York which on May 15 
will open offices on the thirtieth floor of 
the new Irving Trust Company building. 
This personal trust and fiduciary service 
institution will be higher in the air than 
any other bank in the city. 


4J. H. Brooks & Company, members of 
the New York Stock Exchange since 
1908, has opened an office at 1 Wall 
Street, in charge of W. Herbert Davis, 
Richard A. Robertson IIT, and James W. 
Brooks, floor mémber. The main office 
of the firm is in Scranton, Pa., there now 
being five other branches. 


AM. W. Scott, formerly manager of the 
municipal bond department of J. S. Bache 
& Company, and T..J. Chadwick, re- 
cently with Gertler, Devlet & Company, 
have organized the firm of Scott & Chad- 
wick. They will act as brokers in 
municipal bonds, with offices at 15 Wil- 
liam Street, New York City. 


A4Estabrook & Company, members of 
the New York Stock Exchange and well 
known bankers for utility, municipal and 
other projects, are this month celebrating 
their eightieth anniversary. The firm of 
Brewster, Sweet & Company was formed 
in 1851 in Boston; became Brewster, 
Basset & Company in 1874; Brewster, 
Cobb & Estabrook in 1883, and in 1896 
the present name of Estabrook & Com- 
pany was adopted. The company be- 
came a member of the Exchange in 1874. 


4 Russell Burchard, formerly with S. W. 
Straus & Company, has become asso- 
ciated with Bond & Goodwin. 


4Finch, Wilson & Company, members 
of the New York Stock Exchange, have 
opened a bank stock department under 
the supervision of Harold H. Nute. 


4 Mervin Ash, member of the New York 
Stock Exchange, with Harry A. Greenhall 
and Charles King, has formed the 
brokerage firm of Mervin Ash & Com- 
pany, with offices at 40 Wall Street and 
400 Madison Avenue, New York City. 
Arthur M. Loew and David L. Loew, 
officers in Loew’s, Inc., are special 
partners. 


4 Another new general brokerage house 
is White & Cartmell, with offices at 37 
Wall Street. The partners are John P. 
te, formerly with Hale, Waters & 
Company and Taylor & White, and Van 
- Cartmell, former floor member of the 
Exchange for Hale, Waters & Company, 
and was previously associated with 
Bonbright & Company, Ine. 
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Middle West Utilities Company 


Notice of Dividend on 
Common Stock 








The Board of Directors of Middle West Utilities Com- 
pany has declared a quarterly dividend of 2 % in Com- 
mon Stock (being one-fiftieth of a share) on each 
share of Common Stock outstanding on April 15, 
1931, payable May 15, 1931, to Common stock- 
holders of record on the Company’s books at the close 
of business at 5:00 o’clock P.M. on April 15, 1931. 


EUSTACE J. KNIGHT, Secretary 





Notice of Dividend on 
$6 Convertible Preferred Stock, Series A 


The Board of Directors of Middle West Utilities Com- 
pany has declared on each share of its $6 Convertible 
Preferred Stock, Series A, a quarterly dividend of 
$1.50 in cash or (at the election of the holder, filed 
on or before April 15) of three-eightieths of a share 
of Common Stock, payable May 15, 1931, to the 
holders of record on the Company’s books at the 
close of business on April 15, 1931. 


EUSTACE J. KNIGHT, Secretary 
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THE BOND MARKET 
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South American countries would do much 
to set the wheels of international com- 
merce moving again, but the outstanding 
bonds of these countries are selling at such 
low prices that new flotations would be 
impracticable. Before such borrowers 
can obtain new loans on a reasonable 
basis, the confidence of the investing 
public, both here and abroad, must be 
restored and, as indicated above, recent 
events have been anything but reassuring 
to potential purchasers of foreign bonds. 
The far-seeing investor, who is not 
swayed too much by the sensational news 
of the day, and who is able to assume 
moderate speculative risks, is finding 
many bargains in the foreign bond list 
today which will doubtless return him 
handsome profits over a period of years. 
However, this type of bond buyer is not 
sufficiently numerous to provide a market 
for large new issues. 

British economists are continually 
taking France and the United States to 
task for failing to make use of their large 
gold reserves by granting foreign loans 
on a large scale. American bankers have 
granted large private credits to foreign 
governments and corporations, but it is 
searcely reasonable to upbraid them for 
failing to extend their activity by offering 
public loans which would be unsalable. 
Furthermore, it seems quite unreasonable 





The Baltimore & Ohio Railroad Co. 


OFFICE OF THE SECRETARY 
Baltimore, Md., March 25, 1931. 
The Board of Directors this day declared, for the 
three months ending March 31, 1931, a dividend of one 
(1)_per cent. on the Preferred stock of the Company. 
The board also declared a dividend of one and one- 
quarter (144) per cent. on the Common stock of the 
Company. 
Both dividends are payable June 1, 1931, to Stock- 
— of record at the close of business on April 18, 
The Transfer Books will not close, 


G. F. MAY, Secretary. 


XCHANGE 
> UFFET 


BD CORPORATION 
72nd Quarterly Dividend 


A dividend of 37 ce. per share on the Capital Stock 
is payable April 30, 1931, to stockholders of record 
April 15th, 1931. H. A. FREAM, Treas. 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Preferred Stock 


The regular quarterly dividend of One Dollar and Fifty 
Cents ($1.50) per share on the Preferred Stock of this 
Company will be paid on b Lg reaps f April 15, 1931, 
to stockholders of record at the close of business on Tues- 


day, March 31, 1931 
W. J. PHILLIPS, Secretary. 
San Francisco, March 5, 1931. 














Your dividend notice in Taz Frnancian 
Wokrtp calls the favorable attention of 
bona fide investors to your securities. 





to blame the American investor for his 
coolness toward foreign bonds after his 
numerous unpleasant experiences of re- 
cent years, including several major de- 
faults and many instances of severe 
market depreciation. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


( Principal features of this page elaborated 
and interpreted in the “Tend of Things” 








A AVERAGE STOCK PRICES 











1931 1930 
3 Apr. 8 Apr. 1 Mar. 25 Apr. 9 
matiroeds........ 106.80 106.80 111.90 164.38 
Industrials....... 107.90 107.90 117.80 184.00 
Combined........ 94.38 94.58 102.96 171.53 
& FEDERAL RESERVE REPORTS, MEMBER BANKS ne 
1931 19% 
(000,000’s omitted) Apr. 1 Mar. 25 Apr. 2 
Deposits—New York City........ - $7,196 $7,213 $6,871 
Deposits—Outside New York City.. 14,205 14,163 13,762 
Loans on Securities—N. Y.C...... 3,183 3,244 3,393 
Loans on Sec.—Outside N. Y.C..... 4,086 4,105 4,851 
+Investments—N ew York City..... - 4,125 1,111 838 


tInvestments—Outside N. Y.C..... 2,652 2,651 2,034 
Total loans and discounts.......... 15,419 15,470 16,913 








Total net demand deposits......... 13,748 13,690 13,329 
Total time deposits............. ee 7,308 7,278 7,087 
yOther than U. S. Govt. securities. 
A WEEKLY BANK CLEARINGS 1931 1930 
_ (000,000's omitted) Mar. 28 Mar. 21 Mar.29 
DI ee CIRO os cncc nw aeedeee cee $5,487 $6,466 $7,919 
Outside of New York City......... 2,652 3,071 3,504 
1931 1930 
A MISCELLANEOUS Apr. 8 Apr. 9 
Total brokers’ loans (000,000)...... $1,822 $3,994 
Federal reserve ratio (System)...... 83.8% 81.5% 
Federal reserve ratio (N. Y.)....... 85.9% 76.6% 
1931 1930 
Mar. 28 Mar.29 
| es . 740,079 885,159 
1931 1930 
Apr. 4 Apr. 5 
Daily Av. Crude Oil Prod. (bbls.)... 2,252,100 2,530,450 
A FOREIGN EXCHANGE A COMMODITY PRICES 
1931 1930 1931 1930 
Par Apr. 8 Apr. 9 Apr. 8 Apr. 9 
$4.865<4 England. ...$4.8534 $4.86%4 |§$Wheat...$ .083 $1.13 34 
3.92 France...... 3.91 USE ae 2 er 
Lye ee - 5.2354 5.244% Flour.... 4.55 6.30 
13.90 Belgium*....13.89'% 13.95 Coffee... .05% 10% 
23.82 Germany... .23.81 23.86 Sugar.... .045 .049 
14.069 Austria..... 14.00 14.25 MR. cows 17.76 22.26 
40.20 Holland..... 40.07% 40.14% } Steel. ...30.00 34.00 
26.80 Denmark...26.74% 26.76% | Lead.... .045 055 
26.80 Norway..... 26.75% 26.76 Copper... .9% 18 
26.80 Sweden..... 26.76 26.87 Ri kes 0395 05 
49.85 Japan...... 49.37 49.37 ee .255 365 
42:45 Argentinat..34.68 39.68 Cotton.. 1015 .1655 
#12.00.. Brazilf..... 7.35 11.70 | re 62% 57% 
Lkpeso ” 12.06 12.10 Rubber. -067 152 
1.00 Can.Dollar..99.98 99.96 Gasoline. .113 133 








*Belga. {Paper Peso. {Paper Milreis, §May futures. 
#Approximate; not yet fixed by law. 





Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month. 
Week ended Same 
March 21 week 


EASTERN DISTRICT 1931 1930 % 
i Ce Ce cS cae eee e eee 47,924 57,986 —17.3 
CI EC MEIN, onc cccccgccesses 27,685 30,220 — 8.4 
Cleve., Cinn., Chicago & St. L...... 22,950 26,272 —12.6 
Delaware & Hudson................ 15,106 15,483 — 2.4 
Delaware, Lackawanna & Western... 17,143 19,268 —11.0 
ah te. cana mp eh ee se See 30,110 33,459 —10.0 
ee ee, ee 21,436 26,022 —17.6 
New York, New Haven & Hartford... 27,415 30,844 —11.1 
Now work Oenmtral. .... 20... .ccce0 59,830 68,525 —12.7 
New York, Chicago & St. Louis..... 20,433 24,417 —16.3 
PRETO. .cnccccsvccecancesess 117,673 138,077 —14.8 
Pere Marquette. ...cessccecesceees 10,646 13,059 —18.5 
ReMGing.. .. +--+ i ie pak tate ke mR 37,083 42,490 —12.7 
Western Maryland.............cee.% 8,322 9,559 ~—12.9 
SOUTHERN DISTRICT vs 

Atlantic Coast Lime. .........scccee 21,056 22,732 — 7.4 
ee ES er ee 34,231 43,636 —21.6 
Louisville & Nashville.............. 27,575 30,513 — 9.6 
Seaboard Air Line. ............2s08 15,545 17,772 —12.5 
Southern Ry. System.............+- 40,444 44,786 — 9.7 
NORTHWEST DISTRICT / 
Chic & Great Western........... 5,901 6,282 —"6.1 
Chi., Milw., St. Paul & Pacific...... 29,871 35,058 —14.8 
Chicago & Northwestern............ 36,577 43,724 —16.3 
gO ee eo eee 11,528 13,771 —16.3 
| eee e 12,187 15,493 —21.3 
CENTRAL WEST DISTRICT 

Atchison, Topeka & Santa Fe....... 28,548 33,612 —15.1 
Chicago, Burlington & Quincy....... 27,838 31,478 —11.6 
Chicago, Rock Island & Pacific...... 24,586 29,524 —16.7 
Chicago & Eastern Illinois.......... 5,834 7,153 —18.4 
Denver & Rio Grande Western...... 4,528 5,623 —19.5 
ey rn 21,959 27,524 —20.2 
SSP IR Gis bo ee buses ssi sc es 21,741 24,362 —10.8 
Weonsterm POCHC....c 0.0 ccc ccc ccc ccs 2,701 2,758 — 2.1 
SOUTHWESTERN DISTRICT 

Kansas City Southern.............. 4,204 5,369 —21.7 
Missouri-Kansas-Texas...........+- 7,968 10,012 —20.4 
Missourl Pacific... ....cccccccccoes 27,783 31,300 —11.2 
St. Louis-San Francisco...........-- 14,006 16,795 —16.6: 
St. Louis-Southwestern.........-.+- 4,546 6,380 —28.7 
Ue err 9,581 1 7 — 5.1 


58 0,09 
(Compiled from American Railway Association figures) 
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TO KEEP YOU 
INFORMED 


Every week we list in this column 
attractive booklets, circulars, periodicals and 
special letters pertaining to investments 
and other timely subjects which we believe 
are of interest and profit to our subscribers, 
Upon request and without obligation 
any of the booklets listed below will be sent free 

direct from the houses by whom issued, - 











PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 
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53 Park Place, New York, N, Y. 















INSULL UTILITY INVESTMENTS, INC.—A booklet describing the 
properties of the Insull Group of Utilities which comprise 90 per cent 
of the holdings of this investment trust, may be had on request, 


STANDARD OIL ISSUES—A house speculating in Standard Oj. 
securities issues a weekly summary pertaining to available informa. 


tion on these and other oil securities. a 


























WHAT IS THE CLASS A STOCK ?—A booklet describing Associs 
Gas & Electric System Class A stock, fully illustrated with grap 
and charts. Of particular value to anyone interested in that type 
of securities. 



































NATIONAL SURETY CO.—An analysis of that company is 
a member of the New York Stock Exchange. pny 


BOND AND SHARE UNITS—Possibilities of increasing incon 
through investment in the securities of small loan banks are described 
in a circular, a copy of which may be had on request. a 


APRIL INVESTMENT FOLDER—Summarizing the current Bond 
market, including recommendations of sound investment bonds, 
short term issues and bank and insurance stocks at attractive yields,” 
Issued by a well known member of the New York Stock Exchange, ~ 


PRINCIPLES OF INVESTMENT—This sixteen-page booklet - 
only describes the complexities of investment and unsoundness 
many practices, but also definitely outlines a practical and scientific” 
approach to investment. It is a clear and concise presentation of 
pertinent steps involved in the building of a well-balanced investme 4 
program. q 






































HARVESTS AND HIGHLINES—Is a booklet issued by Middle 
West Utilities Company which fells the history of empowered agri«, 
culture in American industrial development. Of particular interest 
to investors in public utilities securities. E 


NATIONAL STOCK ANALYSIS—This is the title of a compre 
hensive booklet which contains the latest available data rega ding 
listed stocks, classified by industries, and arranged for convenient 
reference, which is issued by a prominent member of the New York 
Stock Exchange. Copy on request. 


STOCK AND BOND REGISTER—This register, issued in pocket 
size form, contains convenient space for a systematic record of your 
securities. It is issued by one of the foremost firms of investn 
bankers and may be had upon request. 


UTILITY PREFERRED STOCKS—An informative and interestit 
analysis of the advantages offered by Preferred Stocks in’ general and: 
Utility Preferred Stocks in particular, showing presentghigh yield 

and other advantages. Copy upon request. a 

NATURAL GAS MARKET—A 4-page folder showing the develop 
ment of the Natural Gas industry in recent years and outlining ie 
anticipated growth, is issued by a firm of investment bankers. ~ 


HOW TO MAKE YOUR MONEY MAKE MORE MONEY—At 
interesting booklet describing why so many fail in handling thei 
money, and outlining methods that have been used for years by Sut 
cessful investors, with concrete illustrations and specific suggestior 


INVESTMENT BULLETIN—Issued by one of the prominent firms 
of investment bankers, presents a most accurate analysis illustrate 
with charts of the present condition of the bond_and stock marke 
Also facts about attractive offerings of today. Copy obtainable MF 
the asking. 


NEWS ON STOCKS AND COMMODITIES—This bulletin is isst 
periodically by one of the large ‘‘wire’’ houses, and a sample C0 
may be had on request. 4 


MI-REFERENCE—A concise, simplified personal loose-leaf financt 
record book that meets every need for security, insurance, reales 
etc., records. Circular upon request. 


STOCK EXCHANGE SERVICE FOR THE SMALL INVESTOR= 
An interesting booklet issued in ket-size form by a member 
New York Stock Exchange which details the service they offer 
both small and large investors. 


RELATION OF STOCK PRICES TO EARNINGS TRENDS—A } 
interesting treatise on that subject, anqompentes by expl 
charts, issued by a member of the New York Stock xchange. 


UNITED GAS IMPROVEMENT—A well known member of | 
New York Stock Exchange has issued an analysis of that stock, 
copy of which may be had on request. Pre 
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